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Thursday,  March  17,  1994. 
FEDERAL  CROP  INSURANCE  CORPORATION 

WITNESSES 

EUGENE  MOOS,  UNDER  SECRETARY  FOR  INTERNATIONAL  AFFAIRS 
AND  COMMODITY  PROGRAMS 

KENNETH  D.  ACKERMAN,  MANAGER,  FEDERAL  CROP  INSURANCE 
CORPORATION 

KATHLEEN  H.  CONNELLY,  ACTING  DEPUTY  MANAGER 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

Mr.  Durbin.  Good  morning,  and  welcome  to  this  meeting  of  the 
subcommittee.  This  morning  we're  considering  the  Federal  Crop  In- 
surance Corporation.  Gene  Moos,  the  Under  Secretary  is  with  us, 
as  well  as  Ken  Ackerman,  Manager  of  the  Corporation,  Kathleen 
Connelly,  Acting  Deputy  Manager,  and  Steve  Dewhurst  is  on 

Mr.  Moos.  He's  on  his  way. 

Mr.  DURBIN.  He's  on  his  way.  There  he  is.  We  wouldn't  start 
without  you,  Steve. 

Ken,  I  will  let  you  catch  your  breath  for  a  moment  there,  but  we 
have  your  statement,  which  will  be  made  part  of  the  record,  and 
we  invite  you  at  this  point  to  summarize  and  give  whatever  high- 
lights you'd  like. 

Mr.  Moos.  Well,  perhaps  I  ought  to  start  off. 

Mr.  Durbin.  I'm  sorry,  go  ahead. 

Mr.  Moos.  Mr.  Chairman,  again  it's  a  pleasure  to  appear  before 
your  subcommittee.  I  have  a  little  short  statement  I  would  like  to 
include  in  the  record,  if  I  may 

Mr.  Durbin.  It  will  be  included. 

Mr.  Moos  [continuing],  and  just  make  a  couple  of  comments 
here.  First,  let  me  acknowledge  that  we  have  budget  requests  for 
both  continuing  the  program  under  current  law,  and  for  imple- 
menting the  program  for  which  we  are  proposing  an  extensive  or 
new  legislative  changes. 

We  recognize  that  your  subcommittee  must  abide  by  existing  law 
in  appropriating  funds  for  the  programs,  but  it's  our  hope  that  with 
a  little  luck,  we  will  be  able  to  move  this  legislation  through  the 
Congress  before  you  complete  your  appropriation  process,  and  so 
we  ask  for  your  tolerance  in  that  regard. 

The  other  thing  I  want  to  acknowledge  is  the  Subcommittee's 
work  last  year  in  mandating  through  the  last  year's  appropriation 

(l) 


act,  certain  improvements  in  the  actuarial  soundness  of  the  crop  in- 
surance program.  We  think  that  those  are  very  helpful.  They  are 
being  incorporated  into  the  new  year's  program,  and  for  that,  we 
thank  you  very  much. 

And  having  said  that,  I  would  like  to  turn  the  testimony  over  to 
Ken  Ackerman,  who  is  our  Manager  of  the  Federal  Crop  Insurance 
Corporation,  and  we  will  both  be  happy  to  answer  any  questions 
once  he  finishes  his  testimony. 

Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you. 

Mr.  Ackerman.  Thank  you,  Mr.  Chairman.  I'm  pleased  to  be 
here  on  St.  Patrick's  Day.  I'm  sorry  I  was  a  few  minutes  late;  the 
cab  service  in  D.C.  tries  the  best  it  can,  but  I  am  very  glad  to  be 
here  with  you  this  morning. 

CHANGING  FCIC 

We  are  coming  before  your  Subcommittee  at  a  time  of  great 
change  in  the  Federal  Crop  Insurance  program.  As  you  know  as 
much  as  anyone  on  Capitol  Hill,  crop  insurance  is  a  program  where 
the  calls  for  change,  the  needs  for  change,  the  demands  for  change 
have  been  as  intense  as  perhaps  any  program  in  government. 

The  calls  for  change  have  come  from  taxpayers,  from  farmers, 
from  Congress,  and  from  the  public.  This  Subcommittee  and  the 
Agriculture  Committee  generally  has  been  one  of  the  most  impor- 
tant voices  in  creating  a  mandate  for  change  that  we  have  tried  to 
carry  forward  in  this  administration. 

I  want  to  thank  you  for  that,  and  as  I  walk  through  the  testi- 
mony, I  will  highlight  a  number  of  points  in  that  direction. 

With  your  permission,  my  formal  statement  will  be  placed  in  the 
record  and  I  will  simply  give  you  a  brief  overview  so  that  we  can 
go  to  questions. 

Last  year  this  Subcommittee  looked  at  one  of  the  more  difficult 
questions  plaguing  the  crop  insurance  program  over  the  years,  and 
that  is  our  history  of  losses.  As  you  know,  between  1981  and  1993, 
the  Federal  Crop  Insurance  program  had  an  average  annual  loss 
ratio  of  1.47. 

That  means  we  paid  out  $1.47  in  claims  for  every  dollar  that  we 
took  in  in  premium,  not  counting  overhead  costs.  It  was  made  clear 
through  the  actions  of  this  Subcommittee  and  the  actions  of  Con- 
gress overall  that  this  is  no  longer  an  acceptable  way  to  do  busi- 
ness. It  is  no  longer  acceptable  to  Congress,  to  the  public,  or  to  the 
administration. 

LOSS  RATIO 

We  are  making  a  number  of  changes  in  the  program  to  try  to  al- 
leviate that  problem.  The  reconciliation  bill  requires  us  to  reach  a 
1.1  loss  ratio  by  the  fiscal  year  beginning  October  1995.  We  are 
committed  to  meet  that  goal. 

I  wanted  to  highlight  two  of  the  particular  points  that  were  in- 
cluded in  the  appropriations  bill  last  year  because  they  were  very 
important,  and  they  touched  on  two  of  the  more  sensitive  issues  in- 
volving crop  insurance. 


ADMINISTRATIVE  EXPENSE  REIMBURSEMENT 

One  is  the  expense  reimbursement  to  private  companies.  As  you 
know,  by  law,  the  FCIC  must  provide  a  reimbursement  to  private 
companies  to  offset  their  administrative  expenses  in  delivering  this 
program  to  the  public. 

Over  the  years,  that  expense  reimbursement  has  ranged  as  high 
as  34  percent  or  more.  A  year  ago,  it  sat  at  a  level  of  32  Va  percent. 

This  has  been  a  chronic  sore  point  in  our  program,  as  you  know. 
This  level  of  expense  reimbursement  has  always  been  a  very  dif- 
ficult number  to  justify  in  detail  or  to  document. 

Last  year,  this  Subcommittee  took  the  step  of  lowering  that  level 
to  31  percent.  I  think  that  was  a  very  manageable,  workable  pro- 
posal. I  want  you  to  know  that  when  we  issue  our  standard  rein- 
surance contract  for  1995  in  the  next  couple  of  weeks,  we  intend 
to  continue  that  31  percent  cap  on  the  expense  reimbursement  to 
companies. 

We  will  also  be  asking  companies  to  provide  more  data  to  actu- 
ally document  what  their  true  expenses  are.  We  think  that  this  is 
important  in  order  to  maintain  the  credibility  of  that  provision. 

COMPLETION  AND  SAVINGS 

As  a  third  point  in  our  reform  proposal,  we  will  be  proposing  to 
create  a  market  mechanism,  such  as  price  competition,  to  help  keep 
down  overhead  costs  and  to  create  an  incentive  for  companies  to 
pass  these  overhead  savings  along  to  the  public. 

The  second  important  issue  that  this  Subcommittee  touched  on 
last  year  and  dealt  with,  was  the  chronic  problem  in  crop  insurance 
that  a  disproportionately  small  number  of  farmers  have  accounted 
for  a  disproportionately  high  amount  of  the  losses. 

This  is  a  problem  for  the  program  because  it  creates  unfairness 
for  other  farmers  sharing  the  same  rates  with  the  high  risk  farm- 
ers. High  risk  farmers  tend  to  drive  up  rates  for  everyone  else  be- 
cause of  the  way  our  formulas  work. 

Last  year,  this  Subcommittee,  and  Congress  overall  put  into  the 
appropriations  bill  a  proposal  for  us  to  isolate  high  risk  farmers  in 
high  risk  counties  through  our  nonstandard  classification  system. 

Our  feeling  is  that  this  was  a  very  beneficial  provision.  It  forced 
us  to  take  the  Nonstandard  Classification  System  idea,  put  it  on 
a  very  fast  track,  and  put  it  into  operation  across  the  country  on 
key  crops,  specifically  in  these  high  risk  counties. 

A  preliminary  study  has  already  shown  that  this  provision  could 
be  saving  as  much  as  $70  million  per  year.  We  intend  to  extend 
and  expand  this  provision  next  year.  In  the  materials  that  we  will 
be  providing  you  for  the  record,  we  will  be  including  a  memoran- 
dum issued  by  the  FCIC  last  month  explaining  in  detail  how  we 
will  be  expanding  this  to  all  crops  with  standard  formulas. 

When  Secretary  Espy  two  weeks  ago  issued  or  unveiled  a  reform 
package  for  crop  insurance,  the  main  element  of  it,  the  centerpiece, 
was  a  reform  bill  the  Federal  Crop  Insurance  Reform  Act  of  1994. 

AD  HOC  DISASTER  AID 

This  legislation  dealt  with  a  specific  problem  that  has  been 
chronic  to  crop  insurance  over  the  years:  the  interplay  of  crop  in- 


surance  with  ad  hoc  disaster  aid.  Essentially  we  have  had,  over  the 
past  several  years,  two  parallel  programs  existing  in  this  country 
to  fulfill  the  same  purpose,  that  purpose  being  to  help  farmers  ad- 
dress, the  stress  created  by  natural  disasters.  Over  the  years, 
they've  started  to  work  at  cross-purposes,  and  this  has  become  an 
issue  of  concern. 

In  discussing  this,  I  want  to  make  clear  from  the  outset  that 
while  we  may  criticize  the  way  ad  hoc  disaster  bills  have  worked 
vis-a-vis  their  interplay  with  crop  insurance,  these  bills,  from  the 
point  of  view  of  the  administration  and  the  public,  have  been  a 
very  important,  very  responsible  responses  by  Congress  and  Wash- 
ington to  the  needs  of  the  public. 

Ad  hoc  disaster  bills  over  the  years  have  helped  millions  of  peo- 
ple— farmers  and  non-farmers — make  it  through  some  very  difficult 
periods,  and  we  compliment  Congress  for  the  very  quick  reaction 
to  these  stressful  periods  that  have  occurred  in  the  past  few  years. 

The  concern  for  the  future  that  we're  trying  to  deal  with  in  this 
legislation,  however,  is  that  because  of  the  uncertainty  inherent  in 
ad  hoc  disaster  bills,  they  have  created  a  problem  both  for  farmers 
and  for  taxpayers. 

A  farmer  who  does  not  have  crop  insurance  and  depends  on  an 
ad  hoc  disaster  payment,  simply  does  not  know  at  the  beginning 
of  the  year  what  their  production  will  be. 

If  they  have  a  loss  on  their  farm,  they  have  to  worry  about 
whether  farmers  in  five  other  states  or  ten  other  states,  or  twenty 
other  states,  have  similar  losses  in  order  to  generate  momentum 
for  an  ad  hoc  disaster  bill. 

Some  years  there  is  legislation,  some  years,  there  isn't.  As  the 
chart  that  we  have  presented  to  you  shows,  there  have  been  ad  hoc 
disaster  payments  in  eight  out  of  the  last  eight  years.  In  some  of 
those  years,  however,  they  were  minimal.  In  some  of  the  years, 
they  were  very  big. 

A  farmer  who  experienced  a  total  loss  because  of  Hurricane  An- 
drew in  1992  received  disaster  aid  at  a  50  percent  proration.  A 
farmer  who  suffered  a  total  loss  in  the  year  of  the  flood,  1993,  re- 
ceived disaster  aid  at  100  percent  proration. 

For  the  individual  farmer,  it  made  no  difference  in  which  year 
their  loss  occurred.  However,  because  one  disaster  hit  a  larger 
number  of  states  than  another,  the  aid  varied.  This  uncertainty  for 
farmers  is  one  of  the  concerns,  and  is  one  side  of  this  equation. 

On  the  other  side,  there  is  a  concern  for  taxpayers.  Ad  hoc  disas- 
ter spending,  as  you  know,  is  off-budget.  It  is  considered  emergency 
spending.  It  is  not  subject  to  the  PAYGO  rules.  What  we  have  seen 
is  that  over  the  past  ten  years,  the  average  cost  of  ad  hoc  disaster 
bills  has  been  $100  or  $1  billion.  We  wish  it  was  $100.  It  has  been 
$1  billion  per  year.  For  the  past  six  years,  that  average  has  risen 
to  about  $1.5  to  $1.6  billion  per  year.  This  is  the  arthmetical  aver- 
age of  these  disaster  bills  per  year. 

For  the  past  six  years,  it  was  about  $1.5  billion.  For  the  last  ten 
years,  it  was  about  $1  billion,  and  the  numbers  keep  going  up  over 
time. 

What  we  are  proposing  essentially  in  the  reform  legislation  is  to 
combine  crop  insurance  and  ad  hoc  disaster  into  a  single,  on-budget 


program,  the  idea  being  to  create  more  certainty  for  farmers,  and 
more  certainty  for  taxpayers. 

The  way  we  are  proposing  to  do  this  is  to  cut  off  or  make  it  much 
more  difficult  to  enact  future  disaster  bills  by  creating  a  parliamen- 
tary hurdle  to  them.  Essentially  we  would  be  taking  away  the 
emergency  designation  for  crop  disaster  bills  under  the  budget  act, 
so  a  future  disaster  bill  would  have  to  be  paid  for  through  offset- 
ting cuts  which  we  think  is  a  very  serious  hurdle  because  these 
bills  generally  involve  quite  a  lot  of  money. 

To  protect  farmers  in  the  absence  of  the  disaster  bills,  we  would 
be  proposing  to  expand  the  crop  insurance  program  with  a  cata- 
strophic level  of  coverage  made  available  to  all  farmevs  of  insurable 
crops  for  a  nominal  processing  fee — $50  per  crop  per  county  with 
a  cap  of  $100  per  farmer  per  county. 

The  premium  would  be  paid  by  the  government.  This  is  similar 
to  the  concept  of  a  rainy  day  fund.  The  government  is  putting  aside 
these  premiums  each  year  in  the  event  of  a  major  catastrophe. 

The  size  of  the  protection  would  be  50  percent  individual  yield 
and  60  percent  price.  That  level  was  chosen  because  it  is  similar 
to  what  farmers  have  gotten  under  disaster  bills  in  recent  years, 
falling  between  the  50  and  100  percent  proration  levels. 

To  make  sure  that  the  largest  number  of  farmers  get  their  hands 
on  this  coverage,  we  are  proposing  to  link  it  to  participation  in 
farm  programs  and  FmHA  loans.  It  will  essentially  become  a  condi- 
tion of  eligibility. 

In  order  to  provide  the  most  convenient  delivery  to  farmers,  for 
catastrophic  coverage,  farmers  would  have  a  choice.  They  could 
purchase  it  either  through  a  private  insurance  agent,  or  through  a 
county  office  of  USD  A. 

For  crops  that  are  not  covered  by  crop  insurance,  we  would  cre- 
ate a  standing  disaster  program  similar  to  disaster  programs  that 
have  existed  in  the  past  with  spending  ceilings,  those  types  of  pro- 
visions that  would  have  an  area  trigger  to  differentiate  it  from  an 
insurance  program. 

SUBSIDY 

Finally,  we  would  be  proposing  to  combine  the  two  current  sub- 
sidies in  crop  insurance,  the  expense  reimbursement  to  companies 
and  the  subsidy,  the  actual  premium  subsidy  to  farmers.  We  feel 
this  would  provide  a  more  realistic  reflection  of  what  crop  insur- 
ance costs  to  the  farmers.  It  also  allows  us  to  implement  our  idea 
of  price  competition  for  crop  insurance. 

If  one  company  can  deliver  crop  insurance  more  efficiently  than 
another,  we  would  allow  them  to  pass  along  that  savings  to  the 
farmer.  We  feel  that  is  good  management.  It's  a  way  of  getting  at 
this  chronic  question  of  controlling  overhead  costs  through  a  mar- 
ket mechanism. 

We  understand  that  this  proposal  is  new,  it's  different.  It  in- 
volves a  lot  of  money.  It  affects  a  lot  of  people.  It  touches  on  some 
of  the  most  sensitive  agriculture  and  budget  issues  that  there  are, 
but  we  feel  that  it  is  responsible.  We  feel  that  it  will  give  farmers 
greater  certainty. 

As  a  budget  matter,  we  would  like  to  be  able  to  implement  it  for 
crop  year  1995,  and  that  is  our  proposal.  We  understand  that  this 


is  a  very  complicated  proposal.  It  will  take  many  months  to  get  this 
up  and  running  as  far  as  providing  training,  writing  rules,  adjust- 
ing programs. 

But  for  that  reason,  we  are  telling  Capitol  Hill  that  to  get  this 
up  and  running  for  1995,  we  will  need  to  have  the  legislation 
signed  by  the  President  around  the  middle  of  the  year,  by  about 
May  or  June. 

We  understand  this  is  a  fast  timetable,  but  we  think  that  this 
is  a  responsible  proposal. 

With  that,  Mr.  Chairman,  I  will  wrap  up  my  opening  remarks 
and  be  happy  to  answer  any  questions  that  you  have. 

[Clerk's  note. — Mr.  Ackerman's  biography  appears  on  page  62. 
His  statement  for  the  record  appears  on  pages  63  through  72.  The 
Federal  Crop  Insurance  Corporation  budget  explanatory  notes  ap- 
pear on  pages  73  through  123.] 

Mr.  DURBIN.  Thanks,  Mr.  Ackerman.  This  has  been  one  of  the 
items  that  we  really  focused  on  and  I  believe  that  history  tells  us 
we've  been  losing  about  $250  million  a  year  in  the  last  ten  years 
or  so  on  our  crop  insurance  program,  which  is  totally  unacceptable. 

What  we  have  tried  to  do  with  some  modification  through  the 
Appropriations  Committee  and  the  authorizing  committee  to 
change  the  mix  a  little  bit  here,  and  to  move  closer  to  actuarial 
soundness. 

I  might  say  at  the  outset  that  the  1.1  that  we  are  focusing  on 
is  not  actuarially  sound.  I  think  we  all  understand  that. 

Mr.  Ackerman.  Yes,  that  is  true. 

ANNUAL  SAVINGS 

Mr.  DURBIN.  We  were  paying  out  more  than  we  were  receiving 
in  premiums,  even  under  that  scenario.  You  suggested  we're  going 
to  be  saving  about  $70  million  annually.  Does  that  include  the  1.1 
loss  ratio  as  well  as  the  reduction  in  expense  reimbursement? 

Mr.  Ackerman.  No,  it  does  not.  The  $70  million  that  I  pointed 
to  for  the  NCS  program  is  simply  calculating  the  amount  of  losses 
that  go  to  those  farmers  that  have  been  identified  under  NCS.  It 
is  simply  targeted  at  that  particular  element. 

Mr.  DURBIN.  So  that  does  not  include  the  31  percent  expense 
rate. 

Mr.  Ackerman.  That's  correct. 

Mr.  DURBIN.  Do  you  know  how  much  that  will  save  us  each  year? 

Mr.  Ackerman.  We  would  have  to  look  at  how  many  policies  are 
affected.  It  may  well  be  that  a  number  of  the  farmers  hit  under 
NCS  will  drop  out  of  the  program  because  their  rates  may  go  up 
very  steeply. 

If  that's  the  case,  then  we  would  save  the  31  percent,  because 
those  policies  would  not  exist,  but  we  don't  have  an  exact  number 
yet. 

nonstandard  classification  system 

Mr.  DURBIN.  Right.  Now,  as  you  started  doing  this  nonstandard 
classification,  did  you  discontinue  any  whole  counties  in  the  crop 
insurance  program? 

Mr.  Ackerman.  No,  we  did  not. 


Mr.  Durbin.  All  right.  Are  you  able  to  enroll  all  the  eligibles  in 
the  nonstandard  program? 

Mr.  Ackerman.  Yes,  we  are  able  to  enroll  all  of  those  who  are 
not  targeted  by  NCS  in  a  regular  program,  and  those  who  are  tar- 
geted for  NCS  have  been  effected  by  the  higher  rates. 

Mr.  Durbin.  What  has  happened  to  participation  under  this  new 
approach? 

Mr.  Ackerman.  We  don't  have  exact  numbers  on  that.  For  in- 
stance, I  cannot  tell  you  exactly  how  many  people  have  dropped  out 
of  the  program  because  of  the  higher  rates.  That's  something  we're 
looking  at  very  closely. 

I  would  expect,  however,  it  would  be  a  fair  number. 

Mr.  Durbin.  A  fair  number? 

Mr.  Ackerman.  A  significant  number. 

Mr.  Durbin.  A  significant  number. 

Mr.  Ackerman.  Yes.  I  would  expect  it  would  be  a  relatively  high 
number. 

Mr.  Durbin.  So  when  we  get  closer  to  actuarial  soundness  and 
raise  the  premiums,  we  are  finding  that  farmers,  fewer  farmers  are 
signing  up  for  the  crop  insurance  program. 

Mr.  Ackerman.  We're  finding — well,  we're  finding  different 
things  in  different  areas.  Let  me  be  specific  on  this. 

On  the  NCS  program  in  particular,  I  think  we'll  be  finding,  and 
again,  we  don't  have  exact  numbers,  but  a  large  number  of  those 
farmers  may  very  well  be  dropping  out  of  the  program. 

We  are  finding  as  we  raise  rates  generally  across  the  country  to 
move  towards  actuarial  soundness,  there  is  some  movement  of 
farmers  from,  for  instance,  the  75  percent  level  of  coverage  towards 
the  65  percent  level  of  coverage. 

We  haven't  seen  large  numbers  of  farmers  simply  dropping  out 
of  the  program  overall  because  of  the  higher  rates.  We  are  trying 
to  raise  the  rates  in  a  relatively  gentle  way — 10  percent  a  year  in- 
stead of  20  percent  a  year — to  phase  them  in.  We  don't  want  to 
cause  sticker  shock  and  lose  our  better  customers. 

REINSURED  COMPANIES  REIMBURSEMENT  RATE 

Mr.  Durbin.  Tell  me  what's  happened  with  the  insurance  compa- 
nies as  a  result  of  the  change  of  the  reimbursement  rate?  Has  this 
brought  about  any  negative  impact  on  the  program,  the  number  of 
companies  participating,  or  anything  along  those  lines? 

Mr.  Ackerman.  We  have  not  seen  the  change  in  the  reimburse- 
ment rate  causing  a  significant  adverse  effect.  What  we  have  seen, 
where  we  do  have  a  concern,  is  that  this  year  because  of  the  signifi- 
cant losses  brought  about  by  the  Midwest  flood  and  the  Southeast 
drought  last  summer,  the  industry  as  a  whole  has  absorbed  a  fairly 
large  underwriting  loss. 

Our  latest  numbers  show  us  the  underwriting  loss  industry-wide 
to  be  in  the  range  of  about  $82  million  which  is  very  significant. 
It  is  much  higher  than  in  the  past.      y 

Those  losses  have  created  a  concern  on  our  part.  We  are  going 
to  be  watching  the  companies  very  closely  to  make  sure  that  there 
is  no  adverse  effect,  and  particularly  to  make  sure  that  no  farmer 
loses  a  payment  because  of  this. 
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Mr.  Durbin.  I  understand  the  second  part,  but  how  would  you 
protect  the  insurance  company  on  the  first  part  if  the  companies 
face  substantial  losses  because  of  flood  or  drought,  and  you  are 
worried  about  their  financial  position?  What  is  your  recourse? 

Mr.  Ackerman.  Our  recourse.  First,  we  would  watch  them  very 
closely.  We  would  monitor  their  financial  standing  day-by-day.  If 
we  had  a  situation  where  a  company  fell  below  a  certain  level,  was 
not  able  to  meet  its  obligations,  we  can  step  in  and  suspend  them 
from  writing  further  business. 

What  we  would  do  in  that  case  is  make  sure  we  continue  to  fund 
the  money  that  would  go  to  pay  farmers  so  that  farmers  do  not  lose 
out. 

Mr.  Durbin.  Let  me  talk  for  a  moment  about  the  administra- 
tion's proposal,  and  it  has  already  started  to  make  the  rounds  in 
my  part  of  the  world,  and  there  is  some  reaction  to  it. 

LINKAGE  WITH  USDA  PROGRAMS 

First,  there  is  the  question  of  linkage  where  we  are  requiring 
farmers  who  are  enrolling  in  the  program  to  buy  in  to  the  new  crop 
insurance  protection.  Some  farm  organizations  and  individual 
farmers  are  opposed  to  that  concept.  They  don't  like  the  mandatory 
nature  of  that. 

Can  you  tell  me  if  the  administration's  proposal  includes,  or 
should  include,  the  provision  which  says  that  if  a  farmer  wants  to 
be  in  the  program,  does  not  want  to  sign  up  for  crop  insurance, 
that  they  would  sign  a  waiver  against  any  future  disaster  pay- 
ments for  any  purpose? 

Mr.  Ackerman.  The  proposal  does  not  contain  that  provision.  I 
think  we  would  have  a  concern  about  that  provision,  if  I  may  ex- 
plain. 

Mr.  Durbin.  Sure. 

DISASTER  COVERAGE 

Mr.  Ackerman.  The  reason  that  we  included  linkage  in  this  pro- 
posal was  to  guarantee  that  the  largest  number  of  farmers  got 
their  hands  on  this  coverage.  The  situation  we  wanted  to  avoid  was 
one  where  we  took  all  of  these  steps  to  reform  crop  insurance,  we 
spent  all  of  the  money  needed  to  do  it,  we  created  the  barriers 
against  ad  hoc  disaster  bills,  and  two  years  down  the  line,  there 
was  a  major  flood  or  a  major  drought.  Then  it  turns  out  that  a 
large  number  of  farmers,  for  whatever  reason — even  if  it  is  for  a 
very  justifiable  good  reason — simply  had  not  gotten  their  hands  on 
the  coverage.  Whether  it  was  a  matter  of  simple  inertia,  or  the 
word  didn't  get  out  in  the  right  way,  or  because  a  large  number  of 
farmers  were  simply  skeptical  of  a  new  government  program  they 
didn't  have  coverage. 

If  a  large  number  of  farmers  did  not  have  their  hands  on  the  cov- 
erage, first,  those  farmers  would  be  out  in  the  cold,  and  second, 
that  could  very  well  create  the  pressure  to  unravel  what  we  had 
just  created. 

Mr.  Durbin.  Let  me  test  that  for  a  moment,  because  I  think 
what  I'm  proposing  would  overcome  that. 

In  the  first  place,  it  wouldn't  be  a  matter  of  inertia.  This  farmer 
would  have  to  make,  by  his  own  volition,  a  statement  which  says 


I  am  not  buying  into  the  crop  insurance  program.  I  am  signing  this 
waiver  so  that  I  will  not  be  eligible  for  any  future  disaster  pay- 
ments. 

So  it  is  not  a  question  of  inertia.  They  have  made  a  personal 
choice  in  terms  of  their  protection.  Their  participation  in  this  pro- 
gram is  of  no  benefit  on  the  front-end  to  the  government  because 
we're  giving  this  insurance  away — $50  a  policy  is  a  gift.  That  is  not 
a  premium. 

Your  concern  is  that  two  years  down  the  line  when  you  end  up 
with  several  hundred  or  thousand  farmers  who  have  signed  these 
waivers  that  are  not  under  the  crop  insurance  program  then  suffer 
disaster  type  losses,  I  personally  have  to  tell  you  that  I  think  the 
political  reaction  to  those  farmers  would  be  you  made  your  choice. 

There  is  a  matter  of  personal  responsibility  here,  and  they  de- 
cided that  they  wouldn't  even  take  a  free  government  program,  and 
would  rather  sign  this  waiver.  Now  if  they  show  up  and  ask  for  dis- 
aster payments,  I  don't  think  there's  going  to  be  a  lot  of  sympathy 
for  those  farmers. 

Mr.  Ackerman.  That's  possible,  but  that's  a  risk. 

Mr.  Durbin.  It's  a  risk,  but  once  you  have  increased  the  par- 
liamentary requirement  to  pass  disaster  aid  and  add  this  element, 
I  tell  you,  I  think  those  rugged  individualists  are  going  to  find 
themselves  out  on  their  own,  and  if  that's  where  they  want  to  be 
because  they  are  so  opposed  to  linkage,  so  be  it. 

But  they  can't  have  it  both  ways.  They  can't  turn  down  a  free 
insurance  program  in  the  name  of  individualism,  and  then  be 
standing  in  line  asking  for  disaster  payments  if  it  goes  bad.  I 
mean,  I  just  don't  think  this  is  consistent  at  all. 

IMPACT  OF  PROPOSAL  ON  1993 

What  would  have  been  the  impact  if  the  flood  and  drought  we've 
just  gone  through  had  the  administration's  proposed  crop  insurance 
program  been  in  place? 

Mr.  Ackerman.  We  have  tried  to  run  some  numbers  on  this  for 
what  it  would  have  looked  like  for  1993,  and  generally  what  you 
would  have  would  be  that  the  total  cost  to  the  government  of  the 
proposed  program  would  be  less  than  the  cost  of  the  disaster  bill 
plus  crop  insurance  by  a  matter  of  something  in  the  range  of  $400 
to  $500  to  $600  million,  and  the  reason  for  that  is  that  the  dif- 
ference comes  from  two  major  factors. 

One  is  that  currently  a  large  number  of  farmers  receive  both  crop 
insurance  and  ad  hoc  disaster  money  at  the  same  time.  This  is  a 
legitimate  practice.  It's  recognized  in  the  law.  It  is  a  legitimate 
form  of  payment,  but  under  the  combined  program,  there  would 
only  be  one.  Farmers  would  only  get  crop  insurance. 

For  farmers  concerned  on  that  particular  point,  I  would  note  that 
already  we  are  seeing  the  private  sector  start  to  develop  insurance 
products  that  would  cover  that  difference. 

The  second  reason  for  that  difference  in  the  numbers  is  that  in 
many  cases,  catastrophic  coverage — 50/60  coverage — would  be 
slightly  less  than  disaster  payments  at  100  percent  proration.  That 
comparison  varies  based  on  region,  based  on  crop,  but  in  most 
areas,  it's  a  little  bit  less,  and  that  would  be  the  other  major  factor. 
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Mr.  Durbin.  Are  you  saying  then  that  the  reimbursement  to 
farmers  would  have  been  the  same,  or  less  by  $500  or  $600  million? 

Mr.  Ackerman.  I'm  saying  that  the  total  amount  of  cost,  the 
total  amount  of  money  going  to  farmers,  would  have  been  less  by 
about  $500  to  $600  million  because  of  those  two  differences. 

1994  APPROPRIATION  PROVISIONS 

Mr.  Durbin.  When  will  you  have  final  statistics  on  participation 
for  this  crop  year? 

Mr.  Ackerman.  FCIC  does  not  have  any  information  at  this  time 
on  the  effects  the  expanded  NCS  program  has  had  on  participation 
because  the  1994  crop  year  for  most  of  the  county  crop  programs 
affected  has  not  even  begun.  FCIC  would  expect  to  be  able  to  ana- 
lyze the  effect  on  participation  later  this  year  after  sales  have 
closed  and  spring  planting  reports  are  received.  FCIC  does  not  ex- 
pect these  actions  to  have  a  significant  impact  on  participation  due 
to  the  fact  that  NCS  program  had  previously  been  implemented  on 
11  crops  that  represent  approximately  90  percent  of  the  total  poli- 
cies insured.  Approximately  2,600  individuals  were  selected  for  the 
1994  crop  year  in  the  1,925  counties  that  "failed"  the  criteria.  This 
represents  a  very  small  percentage  of  the  approximately  700,000 
policies  insured. 

Mr.  Durbin.  Describe  for  us  how  you  have  implemented  these 
provisions. 

Mr.  Ackerman.  FCIC  utilized  programs  to  identify  all  county 
crop  programs  that  had  an  overall  loss  ratio  in  excess  of  1.10  for 
more  than  70  percent  of  the  time  the  crop  program  was  offered 
since  1980.  In  accordance  with  the  appropriation  language,  pre- 
mium rates  for  all  years  were  adjusted  to  a  1993  basis  in  determin- 
ing if  the  county  crop  program  "failed"  to  meet  the  1.10  target  loss 
ratio. 

Once  these  county  crop  programs  were  identified,  FCIC  modified 
its  existing  NCS  program  to  identify  those  persons  meeting  three 
criteria.  They  are  a  loss  frequency  of  at  least  60  percent,  a  mini- 
mum of  3  loss  years  and  if  a  loss  severity  test  was  exceeded.  This 
test  relates  losses  paid  to  the  premium  rate  paid  by  the  insured 
person.  The  experience  of  those  people  selected  was  recalculated 
using  1993  premium  rates  to  determine  if  adjustments  to  their  pre- 
mium rates  and/or  yields  would  be  made.  Each  policy  holder  af- 
fected was  provided  a  letter  notifying  them  of  their  selection  under 
the  NCS  program,  the  criteria  used  for  the  selection,  the  new  in- 
surance offer  of  reduced  coverage  and/or  increased  premium  rates, 
and  their  opportunity  to  request  a  reconsideration  of  the  deter- 
minations. 

BUDGET  RECONCILIATION  PROPOSALS 

Mr.  Durbin.  I  believe  the  Budget  Reconciliation  Act  directed  that 
you  go  to  not  less  than  1.1  loss  ratio  by  the  end  of  FY  1995.  Will 
you  implement  this  by  going  to  nonstandard  classification? 

Mr.  Ackerman.  The  Omnibus  Budget  Reconciliation  Act  of  1993 
(OBRA  93)  does  direct  the  FCIC  to  take  steps  necessary  to  improve 
actuarial  soundness  of  the  federal  crop  insurance  program  and  to 
achieve,  by  the  fiscal  year  beginning  October  1,  1995,  a  projected 
overall  loss  ratio  that  is  not  to  exceed  1.10. 
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NCS  is  one  measure  identified  by  FCIC  in  the  draft  Crop  Insur- 
ance Plan  and  Blueprint  required  by  OBRA  93  as  a  means  of  con- 
tinuing efforts  to  achieve  actuarial  soundness. 

These  actions  demonstrate  FCIC's  efforts  to  apply  good  public 
policy  through  its  use  of  NCS  to  establish  individual  insurance  cov- 
erage which  are  fair  and  equitable,  yet  consistent  with  the  fiscal 
responsibility  needed  to  meet  budgetary  constraints. 

I  will  provide  additional  information  for  the  record. 

[The  information  follows:] 

For  the  1995  crop  year  FCIC  is  expanding  the  NCS  process  consistent  with  the 
intent  of  the  ACT  and  OBRA  93.  Initiatives  are  follows: 

(1)  Continue  the  standard  NCS  program  on  the  11  NCA  crops  in  all  counties. 

(2)  Expand  the  NCS  program  to  ALL  CROPS  (for  which  it  applies). 
FCIC  is  expanding  the  NCS  program  to  additional  crops  as  shown  below. 
Notification  requirements  specified  by  NCS  regulations  for  insureds  subject  to 

NCS  adjustment  cannot  be  met  for  some  crops.  Expansion  to  these  crops  is  sched- 
uled for  the  1996  crop  year. 

1955  crop  year:  Almonds,  Apples,  Citrus,  AZ-CA,  Texas,  Dry  Beans,  C  Beans, 
Cranberries,  Dry  Peas,  Figs,  Flax,  F  Plums,  Green  Peas,  Grapes,  M  Nuts,  Onions, 
Popcorn,  Peaches,  Pears,  Prunes,  Potatoes,  Rye,  Safflowers,  Sugarcane,  Sunflowers, 
Stonefruit,  C&F  S  Corn,  Table  Grape,  C  Tomatoes,  Walnuts. 

1996  crop  year:  Citrus,  Florida,  FM  S  Corn,  FM  Tomatoes,  F  Seeding,  F  Produc- 
tion, Peppers,  Sugar  Beets. 

Excluded  crops:  Citrus  Trees,  M  Trees,  Nursery,  Raisins. 

(3)  All  selected  crop  policies  will  be  adjusted  to  a  1.10  loss  ratio. 

(4)  Standard  NCS  producers  will  apply  in  all  other  instances  (e.g.  filing  dates, 
DAP  factors,  reconsideration,  etc.). 

In  summary,  these  measures  clearly  demonstrates  FCIC's  commitment  to  comply 
with  the  requirements  of  the  ACT  and  OBRA  93  by: 

(1)  Expanding  NCS  to  additional  crops  which  will  continue  adjustments  for  most 
insureds  selected  in  1994  in  "failed"  counties  for  all  crops  under  the  1995  expanded 
NCS  program, 

(2)  Continuing  adjustments  for  insured  selected  in  1994  in  "failed"  counties  for 
crops  scheduled  for  NCS  expansion  in  1996,  and 

(3)  Establishing  coverage  or  premium  rates  for  NCS  insureds  consistent  with  con- 
gressional mandate  to  achieve  a  1.10  loss  ratio. 

REINSURANCE  REIMBURSEMENT 

Mr.  Durbin.  Let  me  try  again,  another  provision  in  the  Appro- 
priations Act  provides  that  you  not  pay  administrative  and  operat- 
ing costs  to  reinsurance  companies  at  more  than  3 1  percent  of  pre- 
mium. You  must  have  some  idea  on  what  it  would  save? 

Mr.  Ackerman.  While  the  exact  amount  is  uncertain  because  of 
a  dispute  by  some  in  the  industry,  we  expect  the  savings  to  be  ap- 
proximately $10,677,750.  This  is  based  upon  31  percent  of  the  1994 
estimated  premium  volume  of  $854,220,000. 

GROUP  RISK  PLAN 

Mr.  Durbin.  Last  year  Mr.  Witt  testified  about  the  administra- 
tion's proposal  to  move  to  group  risk  plans.  What  is  the  status  of 
that  proposal?  How  many  counties  are  you  using  in  the  pilot  pro- 
gram? What  has  been  the  participation  level? 

Mr.  Ackerman.  The  administration's  proposal  to  which  you  refer 
resulted  in  a  1993  crop  year  pilot  program  for  soybeans  in  96  coun- 
ties in  13  states.  Later,  small  pilots  were  added  for  1994  crop  year 
wheat  and  forage.  The  Omnibus  Budget  Reconciliation  Act — 
OBRA— of  1993  established  the  Group  Risk  Plan— GRP— as  a  per- 
manent crop  insurance  coverage  and  required  expansion  to  the  ex- 
tent "practicable."  For  soybeans,  there  were  436  policies  sold  rep- 
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resenting  premium  income  of  $821,000.  For  1994,  GRP  is  offered 
for  eight  crops  in  1,728  counties  in  27  states.  The  level  of  participa- 
tion is  not  available  at  this  time  as  the  sales  season  does  not  end 
until  April  15,  1994. 

Mr.  Durbin.  How  has  this  compared  with  other  new  programs 
during  their  first  year  of  offer? 

Mr.  Ackerman.  Group  Risk  Plan  is  a  new  insurance  concept  for 
FCIC  and  its  marketing  organizations.  The  only  comparison  that 
can  be  made  is  with  new  crop  insurance  product  initiatives  such  as 
the  Price  Options  Plus — POP — product  offered  by  Rain  and  Hail  In- 
surance Services  and  Market  Value  Protection — MVP — offered  by 
American  Agrisurance.  These  two  products  have  been  in  the  mar- 
ketplace for  three  years  and  provide  a  benchmark  for  comparison. 
GRP  had  more  policies  in  its  first  year  than  either  MVP  or  POP, 
and  its  first  year  premium  exceeded  the  three  year  cumulative  pre- 
mium of  each. 

Mr.  Durbin.  Were  any  claims  made  in  pilot  areas?  Do  you  have 
any  projections  on  whether  this  saved  money  versus  the  conven- 
tional program? 

Mr.  Ackerman.  Yes,  there  were  claims  paid  on  Group  Risk  Plan 
(GRP)  policies  in  1993.  These  claims  resulted  from  severe  flooding 
in  the  Midwest  and  drought  in  the  Southeast.  Of  the  436  soybean 
policies  sold  in  1993,  175  (40  percent)  will  receive  indemnity  pay- 
ments. These  payments  will  occur  in  eight  of  the  96  counties, 
amounting  to  $981,982.  This  will  result  in  a  1993  GRP  loss  ratio 
of  1.2.  The  1993  crop  year  APHP  loss  ratio  for  soybeans  in  these 
counties  will  approximate  1.15.  It  is  too  early  to  tell  if  the  GRP  pro- 
gram will  save  money  in  the  long  run. 

Mr.  Durbin.  Are  there  plans  to  expand  this  during  1995?  Have 
you  done  an  evaluation  of  the  program  to  justify  expansion? 

Mr.  Ackerman.  Expansion  plans  for  1995  are  in  response  to 
OBRA  93'  which  was  effective  after  our  implementation  of  the 
Wheat  GRP.  The  Wheat  GRP  will  be  expanded  for  1995  to  include 
counties  meeting  the  criteria  used  for  the  1994  spring  crops.  Work 
is  in  progress  to  identify  the  counties.  The  evaluation  of  the  GRP 
program  is  ongoing  and  there  is  not  enough  information  to  offer 
any  recommendation  about  GRP  expansion. 

CROP  INSURANCE  REFORM 

Mr.  Durbin.  Let's  go  back  to  your  reform  proposals.  The  Sec- 
retary testified  about  the  reforms  a  few  weeks  ago.  In  1988  we  had 
one  of  the  worst  droughts  in  the  history  of  the  country.  In  my  part 
of  the  country  while  some  farmers  were  wiped  out,  a  great  many 
suffered  severe  losses  but  not  total.  It  is  my  understanding  that  if 
your  proposal  were  in  place  then,  many  farmers  would  not  be  cov- 
ered by  your  minimum  insurance  program.  How  do  you  react  to 
that  criticism? 

Mr.  Ackerman.  Most  farmers  will  be  covered,  but  those  who 
have  had  losses  between  50  and  60  percent  of  normal  yield  may  be- 
lieve that  they  are  vulnerable  under  the  reform  proposal.  Previous 
disaster  assistance  payments  for  farmers  who  do  not  also  carry 
crop  insurance  have  begun  at  60  percent  of  yield,  whereas  the  re- 
form proposal  begins  at  50  percent  of  yield.  However,  this  is  a  bit 
like  comparing  apples  and  oranges  since  the  60  percent  is  cal- 
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culated  with  respect  to  the  farm  program  payment  yield  of  the  Ag- 
ricultural Stabilization  and  Conservation  Service,  while  the  50  per- 
cent is  calculated  with  respect  to  a  yield  proved  under  the  Actual 
Production  History  program.  Since  farm  program  payment  yields 
have  been  frozen  since  1985,  many  farmers  are  able  to  prove  high- 
er yields  under  the  crop  insurance  program. 

Thus,  it  is  difficult  to  say  that  farmers  are  better  off  or  worse  off 
with  regard  to  the  payment  trigger  under  the  reform  proposal  in 
many  cases.  Crop  insurance  indemnities  would  not  be  offset  by  de- 
ficiency payments  as  disaster  payments  are  offset.  Individual  farm- 
ers can  suffer  a  loss  and  be  compensated.  They  need  not  wait  until 
a  critical  mass  of  farmers  have  suffered  losses  and  the  Congress 
acts  before  receiving  payments.  Crop  insurance  facilitates  planning, 
provides  collateral  for  loans,  and  serves  other  beneficial  purposes. 
Overall,  we  believe  that  the  crop  insurance  reform  offers  significant 
benefits  to  farmers  and  taxpayers,  and  mitigates  problems  caused 
by  the  present  uncoordinated  delivery  of  benefits  through  the  2 
competing  programs. 

Mr.  Durbin.  If  there  were  a  disaster  such  as  the  one  in  1988, 
how  should  Congress  react  to  constituents'  requests  for  help? 

Mr.  Ackerman.  Under  the  proposal,  such  ad  hoc  legislation 
would  require  a  budget  offset.  It  would  be  difficult  to  find  such  an 
offset  and  therefore,  it  is  unlikely  that  ad  hoc  legislation  could  be 
enacted  except  in  an  extreme  situation. 

The  reform  proposal  has  been  structured  to  provide  a  payment 
to  farmers  that  approximates  payments  farmers  have  received 
under  previous  ad  hoc  disaster  legislation.  Because  of  the  many 
variables  involved  in  determining  the  amount  of  an  ad  hoc  disaster 
payment,  it  is  possible  that  the  amount  that  will  be  paid  under  the 
reform  proposal  in  any  year  and  for  any  farmer  could  be  larger  or 
smaller  than  the  ad  hoc  payment.  However,  FCIC  believes  that 
intervention  by  the  Congress  would  not  be  necessary. 

Mr.  Durbin.  Part  of  the  proposal  is  to  charge  a  flat  fee  of  $50 
a  policy  or  a  maximum  of  $100  for  all  policies.  How  is  it  that  you 
came  to  the  conclusion  that  anything  more  than  $100  was  more 
than  they  could  afford? 

Mr.  Ackerman.  The  amounts  of  $50  and  $100  are  judgmental 
calls.  The  catastrophic  level  is  expected  to  be  triggered  infre- 
quently. Yields  decline  to  levels  as  low  as  50  percent  of  average 
very  few  times  in  a  decade.  Many  farmers  will  not  have  a  loss  for 
several  years.  A  very  high  fee  would  amount  to  a  significant  sum 
of  money  after  several  years. 

Mr.  Durbin.  Probably  the  most  controversial  part  of  the  proposal 
back  home  is  the  provision  to  require  farmers  to  participate  in  crop 
insurance  or  prohibit  them  from  participating  in  other  USDA  pro- 
grams. What  other  options  to  enhance  participation  did  you  con- 
sider as  part  of  deliberations? 

Mr.  Ackerman.  Participation  by  a  high  percentage  of  farmers  is 
needed  to  make  the  reform  proposal  a  credible  alternative  to  the 
present  uncoordinated  delivery  of  the  same  public  services  by  two 
competing  programs.  The  Department  believes  that  farmers  should 
recognize  that  large  losses  will  occur  from  time  to  time  and  should 
structure  their  financial  plans  so  that  ad  hoc  public  intervention  is 
not  needed  when  the  losses  inevitably  occur.  In  the  past  decade, 
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about  two-thirds  of  farmers  have  preferred  to  gamble  on  passage 
of  ad  hoc  disaster  legislation.  The  Congress  has  enacted  ad  hoc  dis- 
aster legislation  to  cover  losses  in  eight  of  the  past  eight  years. 
This  cycle  must  be  broken.  Enrollment  in  the  catastrophic  level  of 
protection  is  not  an  onerous  burden  upon  farmers,  and  is  a  needed 
step  to  break  this  dependence  upon  the  good  will  of  the  public. 

Mr.  Durbin.  When  the  Secretary  was  here  we  discussed  the 
issue  of  mandatory  accounts  vs.  discretionary  accounts  and  how  so 
little  of  USDA  funding  is  controllable.  Your  reform  proposal  would 
like  to  shift  reinsurance  reimbursements  from  discretionary  to 
mandatory.  Explain  why  you  want  to  convert  these  costs  to  manda- 
tory. 

Mr.  Ackerman.  The  basic  reason  for  the  change  of  delivery  ex- 
penses being  funded  under  the  mandatory  account  is  the  result  of 
two  things.  First  is  the  issue  of  the  premium  sales  being  handled 
by  the  reinsured  companies.  The  premium  subsidy  funded  in  the 
mandatory  account  sets  in  motion  the  premise  that  indemnities 
will  be  paid  from  the  FCIC  Fund.  Indemnities  are  really  uncontrol- 
lable expenses  since  we  cannot  predict  weather  condition  as  it  ap- 
plies to  insurable  corps.  Since  the  level  of  activity  in  terms  of  in- 
demnities and  related  premium  sales  falls  in  the  mandatory  ac- 
count, we  must  also  look  to  the  reimbursement  of  administrative 
expenses  for  delivery  costs  as  being  mandatorily  driven  by  the  level 
of  premium  sales.  The  other  reason  for  the  change  is  to  ensure  that 
there  is  an  adequate  level  of  funds  available  in  the  event  that  the 
amount  of  delivery  costs  should  increase  proportionately  with  the 
unexpected  increase  in  insurance  sales.  The  potential  for  this  to 
occur  is  frequently  an  issue  with  having  to  recognize  that  the  dis- 
cretionary account  is  only  for  one  year  and  resource  funds  for  addi- 
tional delivery  costs  and  expenses  can  only  be  augmented  through 
additional  appropriations. 

PREVENTED  PLANTING 

Mr.  Durbin.  One  of  the  biggest  complaints  last  year  was  over 
FCIC  prevented  planting  policies.  What  exactly  was  the  problem? 

Mr.  Ackerman.  Obviously,  the  Midwest  floods  of  1993  were  a 
major  catastrophic  event  affecting  many  acres  of  farmland.  FCIC 
received  some  criticism  due  to  the  lack  of  prevented  planting  poli- 
cies. 

Prevented  planting  coverage  has  been  available  for  all  Agricul- 
tural Stabilization  and  Conservation  Service  program  crops — bar- 
ley, corn,  cotton,  grain  sorghum,  oats,  rice,  and  wheat — since  the 
1984  crop  year. 

Two  issues  probably  contributed  the  most  to  the  complaints.  To 
obtain  prevented  planting  coverage  the  insured  had  to  purchase  a 
separate  Prevented  Planting  Endorsement  and  a  specific  crop  en- 
dorsement. For  example,  if  an  insured  wanted  prevented  planting 
coverage  for  a  corn  crop,  a  Corn  Endorsement  and  a  Prevented 
Planting  Endorsement  would  have  to  be  purchase.  The  coverage 
provided  by  the  prevented  planting  policies  was  viewed  as  not 
meeting  the  producers  needs. 

Beginning  with  the  1994  spring  crop  year  prevented  planting 
coverage  was  incorporated  into  the  crop  endorsements  for  all  pro- 
gram crops  including  soybeans.  This  makes  prevented  planting  cov- 
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erage  automatic  for  these  program  crops  and  insureds  no  longer 
have  to  purchase  a  separate  Prevented  Planting  Endorsement  to 
obtain  the  coverage.  Additionally,  improvements  in  the  coverage  of- 
fered and  the  provisions  which  must  be  met  were  made  to  make 
the  prevented  planting  coverage  more  attractive  and  to  better  meet 
the  needs  of  agriculture  producers.  FCIC  will  also  be  expanding 
prevented  planting  coverage  into  additional  crop  policies  to  better 
meet  the  producers  needs. 

Due  to  the  1993  flood  situation  there  was  pressure  for  FCIC  to 
improve  and  expand  its  prevented  planting  coverage.  FCIC  re- 
sponded by  developing  and  implementing  the  new  prevented  plant- 
ing coverage  described  above. 

NONSTANDARD  CLASSIFICATION 

Mr.  Durbin.  The  nonstandard  classification  system  has  had  a  big 
impact  on  reducing  the  losses  in  the  crop  insurance  program.  Can 
you  provide  us  some  details  as  to  what  your  experience  has  been 
on  a  crop-by-crop  basis? 

Mr.  Ackerman.  I  will  be  happy  to  provide  details  for  the  record. 

From  1983-89,  6  percent  of  individual  policyholders  collected  nearly  28  percent 
of  all  indemnities.  This  is  unusual  because  of  the  high  correlation  of  repeated  in- 
demnity payments  to  the  same  individuals. 

Soybeans  were  the  first  crop  under  NCS,  effective  for  crop  year  1991.  For  the  1992 
crop  year,  NCS  was  expanded  to  cover  barley,  corn,  cotton,  grain  sorghum,  peanuts 
and  what.  For  1993,  tobacco,  hybrid  seed  corn,  oats  and  rice  were  added.  These 
crops  represent  approximately  90  percent  of  the  total  liability,  premium,  and  indem- 
nities for  the  period  1983-92. 

For  the  1994  crop  year,  FCIC  made  NCS  selections  using  two  different  processes. 
The  standard  NCS  process,  described  above,  was  used  for  the  11  crops  previously 
identified.  Additionally,  insureds  were  selected  for  adjustment  under  an  NCS  proc- 
ess required  by  the  Fiscal  Year  1994  Agriculture  Appropriations  Bill.  This  process 
is  referred  to  as  the  Modified  NCS  for  the  purpose  of  identifying  insureds  affected 
by  the  provisions  of  the  Bill.  Modified  NCS  applied  to  any  county  crop  program 
which  "failed"  the  criteria  of  a  loss  ratio  greater  than  1.10  (after  adjustment  to  1993 
premium  rates)  more  than  70  percent  of  the  years  the  crop  program  was  offered 
(during  the  period,  1980-1992). 

Approximately  25,585  persons  (1.6  percent  of  policyholders)  were  selected  under 
standard  and  modified  NCS.  During  1983  through  1992,  these  persons  paid  about 
$178  million  in  premiums  and  collected  about  $833  million  in  indemnities.  Detailed 
breakdown  by  crop  follows. 
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NONSTANDARD  CLASSDTICATION  SYSTEM  (NCS) 

1994  CROP  YEAR 

INSURED  SELECTIONS  AND  CUMMLATIVE  INSURANCE  EXPERIENCE  (1983-92) 


Crop 


'ontracts 

Percent 

Premiums 

Indemnities 

%  Total 

Selected 

Selected 

Selected 

Selected 

Indemnities 

Contracts 

Contracts 

Contracts 

Selected 

(000) 

(000) 

Contracts 

Apples* 


158 


12.0 


4,024 


15,584 


18.6 


Barley** 

1,913 

2.7 

7,210 

36,131 

12.9 

M-NCS 

232 

*** 

888 

2,999 

1.1 

Canning* 

1 

1.0 

33 

134 

7.8 

Beans 

Citrus* 

2 

2.3 

29 

163 

.7 

Corn** 

4,728 

1.1 

22,409 

110,107 

7.9 

M-NCS 

229 

**» 

1,133 

4,773 

.4 

Cotton** 

1,463 

2.4 

8,584 

35,539 

3.9 

M-NCS 

28 

*** 

476 

1,090 

.2 

Cranberries* 

3 

2.7 

55 

204 

9.7 

Dry  Beans* 

49 

2.8 

1,109 

3,297 

2.6 

Figs* 

1 

33.4 

39 

199 

12.4 

Flax* 

8 

.9 

7 

31 

.5 

Forage* 

10 

.7 

12 

77 

4.5 

Seeding 

Forage* 

222 

11.6 

504 

3,465 

16.8 

Production 

Gr.Sorghum** 

2,201 

2.6 

9,343 

45,958 

17.0 

M-NCS 

266 

*** 

1,967 

6,062 

2.3 

Grapes* 

4 

5.3 

55 

395 

1.1 

Hybrid  Seed** 

51 

.4 

599 

3,605 

3.8 

Corn 

M-NCS 

4 

*** 

225 

759 

.8 

Hybrid* 

11 

8.4 

754 

3,476 

68.2 

Sorghum  Seed 

Oats** 

1,141 

1.5 

1,414 

6,065 

10.3 

M-NCS 

39 

»*« 

24 

106 

.2 

Onions* 

7 

21.3 

39 

221 

4.3 

Peaches* 

108 

8.3 

903 

4,892 

10.7 

Peanuts** 

506 

2.6 

8,756 

50,816 

10.1 

M-NCS 

83 

*** 

1,775 

6,704 

1.3 

Popcorn* 


1.7 


67 


285 


21.2 
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NCS  -  1994 
Crop 


Contracts 

Percent 

Premiums 

Indemnities 

%  Total 

Selected 

Selected 

Selected 

Selected 

Indemnities 

Contracts 

Contracts 

Contracts 

Selected 

(000) 

(000) 

Contracts 

Potatoes* 

108 

4.9 

4,335 

23,214 

16.8 

Rice** 
M-NCS 

167 
119 

3.6 
*** 

1,265 
1,039 

14,574 
7,599 

18.3 
9.5 

Safflowers* 

13 

.2 

201 

1,208 

5.2 

Soybeans** 
M-NCS 

5,008 
429 

1.5 
*** 

53,285 
4,362 

232,300 
12,936 

17.4 
1.0 

Sugar  Beets* 

39 

4.0 

561 

3,191 

4.7 

Sunflowers* 

68 

1.6 

354 

1,495 

1.9 

Sweetcorn* 
C&F 

1 

.3 

3 

13 

.2 

Tobacco** 
M-NCS 

415 
38 

.6 

*** 

1,206 
169 

9,843 
554 

3.9 
3.0 

Tomatoes* 
C&P 

15 

4.0 

328 

1,328 

4.2 

Tomatoes* 
Fr.  Market 

4 

5.2 

60 

263 

.6 

Wheat** 
M-NCS 

5,588 
100 

1.9 

*** 

38,273 
645 

179,779 
1,879 

10.4 
.1 

SUBTOTAL**** 

23,181 
2,404 

- 

152,344 
26,175 

724,717 
108,596 

- 

TOTAL 


25,585 


1.6 


178,519 


833,313 


10.8 


NOTE:    The  above  data  for  preliminary  selections  cover  crop  programs  where  NCS  was 
implemented  for  the  1991,  1992,  1993  and  1994  crop  years. 

*         Insureds  for  these  crops  were  selected  under  the  modified  NCS  (M-NCS)  process. 

**  Insureds  meeting  the  selection  criteria  for  both  standard  and  modified  NCS  are 
included  in  the  top  figure.  The  lower  figure  is  a  separate  count  and  represents 
insureds  selected  under  M-NCS  only. 

***     Combine  percentage  shown. 

****  Top  f,gure  js  (ne  sum  representing  principally  insureds  selected  under  standard 
NCS.  The  lower  figure  is  the  M-NCS  total. 
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NCS  -  1994  3 

A  summary  of  the  financial  impact  NCS  insureds  have  had  on  the  crop  insurance  program  in 
general  is  as  follows: 

1.  The  percent  of  FCIC  policyholders  affected  by  the  NCS  program  is  1.6  percent. 

2.  For  Crop  Years  1983-1992  (total),  these  policyholders  have  paid  $178.5  million  in 
premiums,  while  collecting  $833.3  million  in  indemnities. 

3.  For  Crop  Years  1983-1992  (total),  the  insureds  selected  by  NCS  (standard  and  modified) 
have  collected  10.8  percent  of  the  total  indemnities  incurred  by  the  apples,  barley,  canning 
beans,  citrus,  corn,  cotton,  cranberries,  dry  beans,  figs,  flax,  forage  production,  forage 
seeding,  grain  sorghum,  grapes,  hybrid  seed  corn,  hybrid  sorghum  seed,  oats,  onions, 
peaches,  peanuts,  popcorn,  potatoes,  rice,  safflowers,  soybeans,  sugar  beets,  sunflowers, 
canning  and  freezing  sweetcorn,  tobacco,  canning  and  processing  tomatoes,  fresh  market 
tomatoes,  and  wheat  crop  insurance  programs. 
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ACTUAL  PRODUCTION  HISTORY 

Mr.  Durbin.  The  Budget  Reconciliation  Act  directed  you  to  go  to 
modified  actual  production  history  to  better  establish  yields  to  re- 
flect the  individual  insurable  risk.  Has  that  policy  been  fully  imple- 
mented? How  do  you  propose  to  monitor  farmer  input? 

Mr.  Ackerman.  Yes,  FCIC  has  fully  implemented  modified  Ac- 
tual Production  History — APH — procedures  which  became  effective 
beginning  with  the  1994  fall  crop  policies.  The  changes  instituted 
a  minimum  4  year  building  to  10  year  database  which  is  used  for 
determining  a  producers  average  yield. 

One  of  the  goals  of  modified  APH  is  to  more  quickly  and  accu- 
rately establish  an  individual  producers  average  yield  and  encour- 
age the  reporting  of  actual  production  records. 

The  Omnibus  Budget  Reconciliation  Act  of  1993  contains  provi- 
sions that  direct  FCIC  to  create  a  nationwide  database  using  Social 
Security  Numbers — SSN's — and/or  Employer  Identification  Num- 
bers— EIN's — to  track  participation  by  farm  producers  in  crop  in- 
surance programs  to  assist  in  developing  adequate  production  docu- 
mentation, identifying  high-risk  producers,  assessing  the  perform- 
ance of  insurance  providers,  and  for  other  purposes. 

The  FCIC  implemented  the  newly  designed  Policyholder  Track- 
ing System  on  January  26,  1994.  The  PHTS  will  identify  whether 
the  policy  was  insured  the  previous  year  and  the  applicant  pro- 
vided accurate  production  data,  whether  the  policy  is  a  potential 
duplicate,  or  whether  the  applicant  is  in  compliance  with  the  Sod- 
buster/Swampbuster  provisions. 

FCIC  continues  to  work  on  the  development  of  an  Ineligible  File 
Tracking  system  that  will  utilize  the  SSN's  and  EIN's  of  policy- 
holders that  have  been  determined  to  be  ineligible  for  program  ben- 
efits. 

FCIC  also  intends  to  utilize  SSN  and  EIN  information  in  the 
NCS  selection  process. 

RISK  SHARING 

Mr.  Durbin.  One  of  the  problems  with  the  crop  insurance  pro- 
gram over  the  years  has  been  the  lack  of  equality  on  the  sharing 
of  risk.  Mr.  Witt  last  year  indicated  that  the  first  real  change  to 
reflect  a  better  sharing  of  the  risk  began  with  the  1992  Standard 
Reinsurance  Agreement.  For  the  record,  give  us  a  description  of 
each  of  the  funds  in  the  agreement  and  how  the  actual  risk  fell  in 
the  1992  agreement. 

Mr.  Ackerman.  I  will  be  glad  to  provide  that  for  the  record. 

[The  information  follows:! 

For  the  record,  proportional  premium  cessions  may  be  made  by  the  reinsured  com- 
pany into  three  separate  reinsurance  funds:  assigned  risk,  developmental,  and  com- 
mercial. The  reinsured  company  is  responsible  for  the  losses  experienced  on  the  pre- 
mium it  retains.  In  the  assigned  risk  fund,  a  reinsured  company  designates  crop  in- 
surance contracts  within  each  individual  state.  This  designation  cannot  be  larger 
than  the  maximum  designation  allowed  by  FCIC.  For  example,  in  the  State  of 
Texas,  up  to  75  percent  of  the  total  premium  written  in  Texas  may  be  designated 
to  the  assigned  risk  fund.  For  all  states  where  crop  insurance  contracts  are  des- 
ignated to  the  assigned  risk  fund,  the  company  must  retain  20  percent  of  the  pre- 
mium. Eighty  percent  may  be  ceded  to  FCIC.  In  order  to  control  adverse  selection, 
designations  to  the  assigned  risk  fund  must  be  made  within  thirty  days  of  the  sales 
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closing  date.  This  fund  was  created  for  the  designation  of  policies  where  loss  experi- 
ence has  been  the  poorest  (1.35-1.65  Loss  Ratio). 

Designations  to  the  developmental  fund  are  made  on  a  crop  or  county  basis.  The 
reinsured  company  also  chooses  the  percentage  of  premium  it  wishes  to  retain  in 
the  developmental  fund.  For  example,  in  the  State  of  Missouri,  the  company  may 
retain  45  percent  of  the  premium  designated  to  the  developmental  fund.  FCIC 
would  retain  55  percent.  The  reinsureds  may  designate  all  corn  crops  within  a  state 
to  the  developmental  fund,  or  it  may  designate  the  premium  written  in  selected 
counties  to  the  developmental  fund,  such  as  all  crop  premiums  written  in  Johnson 
County,  Missouri.  For  all  states  where  crop  insurance  premiums  are  designated  to 
the  developmental  fund,  the  reinsured  company  must  retain  35  percent  of  the  pre- 
mium (1.00-1.35  Loss  Ratio). 

Designations  to  the  commercial  fund  would  include  any  crop  insurance  premiums 
not  designated  to  the  assigned  risk  or  developmental  funds.  The  reinsured  company 
selects  a  level  of  retention  by  state  in  the  commercial  fund.  The  reinsured  company 
must  retain  at  least  50  percent  of  the  premium  in  the  commercial  fund  (<1.00  Loss 
Ratio). 

Each  fund,  after  proportional  reinsurance  cessions,  offers  stop  loss  protection.  At 
each  of  the  three  loss  ratio  layers,  the  reinsured  and  FCIC  share  percentages  of 
losses  and  gains  computed  on  its  respective  premium  retention  by  fund.  The 
reinsured's  net  underwriting  losses  by  state  are  summed  to  determine  its  ultimate 
gain  or  loss. 

In  the  Reinsurance  Year  of  1992,  the  reinsured  companies  retained  approximately 
68  percent  of  the  $693,281,378  in  gross  premiums,  or  $467,947,465.  Of  this  retained 
amount,  $33,133,209  of  premium  and  $53,469,506  of  the  associated  losses  was  des- 
ignated to  the  assigned  risk  fund;  $64,524,910  of  premium  and  $78,908,709  in  losses 
was  designated  to  the  developmental  fund;  and  $370,289,346  in  premium  and 
$374,803,607  in  losses  was  designated  to  the  commercial  fund. 

PROFIT  AND  LOSSES 

Mr.  DURBIN.  For  the  record,  please  provide  a  table  displaying 
how  profits  and  losses  were  distributed  between  FCIC  and  reinsur- 
ance companies  for  the  past  ten  years. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 

DISTRIBUTION  OF  PROFITS  AND  LOSSES  AS  OF  FEBRUARY  12,  1994  FROM  REINSURED 

OPERATIONS 


Crop  year  Gross  gain/(loss)  Gain/doss)  retained 


Gain/loss  ceded  to 
FCIC 


1984  

($121,392,051) 

($419,102) 

($120,972,949) 

1985  

(157,612,694) 

3.349,903 

(160,962,597) 

1986  

(191,812,328) 

7,991,511 

(199,803,839) 

1987  

(3,335,752) 

16,703,630 

(13,367,878) 

1988  

(532,744,189) 

(8,043,809) 

(524,700,380) 

1989  

(341,399,369) 

28,377,790 

(369,777,159) 

1990  

(125.609,569) 

52,189,835 

(177,799,404) 

1991  

(196,634,705) 

42,060,795 

(238,695,500) 

1992  

(148,903,086) 

22,682,609 

(171,585,705) 

1993  

(793.550,456) 

(79,499,297) 

(714,051,159) 

Total 

(2,606,322,695) 

85,393,865 

(2,691,716,560) 

Source:  1981-1985  Reinsured  Company  Financial  Performance  Report. 
Source:  1986-1991  Reinsured  Company  Subsidiary  Ledgers. 
Source:  1992  and  1993  Combined  Reinsurance  Run. 

REINSURANCE  COMPANY  PROFITS  AND  LOSSES 

Mr.  Durbin.  For  the  record,  please  provide  us  with  a  list  of  the 
currently  active  reinsurance  company  agreements,  and  indicate 
which  ones  had  gains  and  losses  under  the  gain-loss  provisions 
during  the  reinsurance  year  for  1993. 
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Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 
[The  information  follows:] 

Net  gain  (loss)  for  reinsurance  companies  1993  reinsurance  year  as  of  February  12, 

1994 

Net  gain 
Company  name  (loss) 

American  Hail  Management ($93,342) 

Alliance  Insurance  Co.  (Gr.  Neville)  (30,803) 

Blakely  Crop  Hail  Inc  (1,841,763) 

Columbia  Mutual  Insurance  Co  (1,628,829) 

Crop  Hail  Management  (6,236,175) 

Continental  Insurance  Co  (3,623,369) 

Cimarron  Insurance  Co  95,192 

Cotton  States  Mutual  Ins.  Co  (255,050) 

Dornberger  &  Co (4,764,439) 

Dawson  Hail  Insurance  Co  (6,427,489) 

NAU  Insurance  Co (15,408,523) 

American  Agricultural  Ins.  Co 269,773 

Iowa  Farm  Bureau  (3,211,261) 

Great  American  Ins.  Co (1,455,656) 

Grinnel  Mutual  Reinsurance  Co (786,930) 

Hartford  Insurance  Group  (1,168,652) 

Home  Farmers  Mutual  Ins.  Assoc (1,875,171) 

IGF  Insurance  Co.,  Inc  (3,582,518) 

North  Central  Crop  Hail  Svc.  Inc (5,559,041) 

Producers  Lloyds  Ins.  Co 91,682 

Aetna  Insurance  Co.  (Rain  and  Hail) (12,643,055) 

Redland  Insurance  Co  (7,659,795) 

Ins.  Co.  of  the  Prairie  States  (Stroud)  (1,704,083) 

Subtotal (79,499,297) 

Crop  Hail  Management  (Hawaii)1  152,724 

Puerto  Rico2  848,590 

Subtotal 1,001,314 

Total (78,497,983) 

1 1993  Crop  Hail  Management  (Hawaii)  Report  Dated  2/12/94. 
2  Puerto  Rico  Report  Dated  2/18/94. 

REINSURANCF  REIMBURSEMENTS 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing,  from 
1981  through  fiscal  year  1993,  the  reimbursements  to  reinsured 
companies  and  the  total  FCIC  operating  and  administrative  costs. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 
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fcic/reinsurance  experience 

Mr.  Durbin.  For  the  record,  please  provide  a  table  that  shows 
the  ratio  of  losses  for  FCIC  and  reinsured  companies  to  the  units 
insured  and  the  average  losses  for  each  year  since  1981. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 
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ADMINISTRATIVE  AND  OPERATING  EXPENSES 

Mr.  Durbin.  Please  provide  for  the  record  an  update  of  the  table 
that  appeared  on  pages  92  and  93  of  last  year's  hearing  record  that 
described  the  administrative  and  operating  expenses  obligations 
and  FCIC  revolving  fund  activities. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 
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30 
OFFICE  AUTOMATION 

Mr.  Durbin.  Previous  years  testimony  by  FCIC  officials  indicated 
one  of  the  biggest  management  problems  was  a  lack  of  decent  com- 
puter equipment.  Last  year  Mr.  Witt  said  that  FCIC  ADP  problems 
would  be  addressed  by  Info  Share.  How  much  of  the  Fiscal  Year 
1995  Info  Share  budget  would  go  toward  FCIC  activity?  What  is 
the  expected  total  cost  of  the  FCIC  needs? 

Mr.  Ackerman.  FCIC's  immediate  office  automation  needs  were 
one  time  costs  addressed  with  the  Fiscal  Year  1993  appropriation. 
Seven  additional  Fiscal  Year  1993  Info  Share  projects  provided 
critically  needed  infrastructure  to  accomplish  crop  insurance  re- 
form and  assure  compatibility  of  systems  with  other  farm  service 
agencies.  These  combined  Fiscal  Year  1993  obligations  allowed  ac- 
quisition of  personal  computers,  compact  disk  readers,  software, 
servers  and  network  communications  which  when  applications  soft- 
ware development  is  complete  will  meet  known  requirements  to  ac- 
complish private  sector  delivery  of  crop  insurance  as  pending  legis- 
lation calls  for.  No  additional  funds  to  implement  private  sector 
crop  insurance  reform  were  budgeted  in  the  Info  Share  budget  in 
either  Fiscal  Year  1994  or  Fiscal  Year  1995  for  this  reason.  Discus- 
sions have  been  held  with  officials  in  Info  Share  to  apprise  them 
of  FCIC's  requirements  as  they  relate  to  the  public  sector  delivery 
component  under  crop  reform. 

It  was  originally  planned  to  accomplish  public  sector  delivery  of 
crop  insurance  on  information  systems  that  would  be  modernized 
as  Info  Share  upgraded  all  farm  service  agency  field  offices  with 
new  hardware  and  software.  Info  Share's  original  timetable  sched- 
uled these  upgrades  for  completion  by  Fiscal  Year  1999  matching 
the  resource  profile  of  modernizing  all  systems  in  ASCS,  FCIC, 
SCS,  FmHA,  RDA,  and  the  ES  in  a  single  large  procurement. 

Info  Share  is  now  evaluating  program  requirements  and  acquisi- 
tion strategies  that  might  expedite  the  installation  of  systems  to 
meet  for  modernized  systems  in  ASCS  offices,  such  as  public  sector 
delivery  of  crop  insurance.  The  objective  of  this  inquiry  is  to  at- 
tempt to  meet  crop  insurance  reform  requirements  from  within  ex- 
isting resources. 

Info  Share  has  operated  as  a  partnership  of  member  agencies 
building  inter-connected  systems  based  on  business  needs.  Begin- 
ning in  Fiscal  Year  1995,  Info  Share  is  requesting  a  Congression- 
ally  appropriated  budget  serving  all  program  needs  of  the  farm 
service,  rural  development,  and  natural  resource  agencies.  Info 
Share  money  is  not  earmarked  for  particular  agencies,  but  for  the 
combined  needs  of  member  agencies  addressing  information  shar- 
ing and  better  customer  service.  The  Info  Share  operating  plan  out- 
lines how  money  will  be  spent  based  on  evaluation  of  program  re- 
quirements. 

UNOBLIGATED  BALANCES 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
amounts  of  unobligated  balances  that  lapsed  for  each  of  the  past 
six  years,  ending  with  fiscal  year  1993,  for  your  administrative  and 
operating  expenses  account. 
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Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

(The  information  follows:) 

Federal  Crop  Insurance  Corporation,  administrative  and  operating  expenses, 

unobligated  balances  lapsing 

1988 $1,678,405 

1989 0 

1990 0 

1991 60,290,239 

1992 202,653 

1993 207,130 

FCIC/REINSURANCE  COMBINED  EXPERIENCE 

Mr.  Durbin.  For  the  record  place  update  the  table  that  appears 
on  page  73  of  last  year's  bearing  which  shows  FCIC  and  reinsur- 
ance combined  insurance. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 
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ACTUARIAL  DEVELOPMENT 

Mr.  Durbin.  Please  provide  us  with  a  table  showing  the  funds 
that  FCIC  spent  in  actuarial  development  for  each  of  the  past  ten 
years. 

Mr.  Ackerman.  FCIC  does  not  isolate  expenditures  for  an  actu- 
arial development  activity.  I  will  provide  information  for  the  record 
that  shows  expenditures  for  both  continuing  and  developmental 
programs.  The  continuing  programs  include  annual  analyses  of  in- 
surance experience  for  adjusting  premium  rates  to  reflect  that  ex- 
perience, and  annual  reviews  of  policy  terms,  conditions,  and  proce- 
dures. 

[The  information  follows:] 

Expenditures  for  actuarial  and  underwriting  activities — fiscal  year 

1986-1993 

Fiscal  year  Total 

1986 $18,317,000 

1987 16,422,000 

1988 10,638,000 

1989 12,095,000 

1990 14,934,000 

1991 14,739,000 

1992 15,255,000 

1993 15,310,000 

MARKETING  EXPENDITURES 

Mr.  Durbin.  Please  provide  a  ten-year  table  showing  the  market- 
ing expenditures  for  the  Federal  Crop  Insurance  Corporation. 
Mr.  Ackerman.  I  would  be  pleased  to  furnish  that  information. 
[The  information  follows:] 

Marketing  expenditures  for  Federal  Crop  Insurance  Corporation 

Fiscal  year  Expenditures 

1984 $1,583,509 

1985 495,595 

1986 749,181 

1987 847,382 

1988 961,268 

1989 1,005,481 

1990 1,005,481 

1991 200,000 

1992 1,024,528 

1993 3,731,115 

INSURED  CROPS 

Mr.  Durbin.  For  the  record,  please  provide  a  list  of  all  crops  on 
which  crop  insurance  is  now  being  offered. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 

Crops  insured  for  the  1994  crop  year:  Almonds,  Apples,  Barley,  Canning  and  proc- 
essing beans,  Citrus,  Citrus  trees,  Corn,  Cotton,  Cotton  (extra  long  staple),  Cran- 
berries, Dry  beans,  Dry  peas,  figs,  Flaxseed,  Forage  production,  Forage  seeding, 
Fresh  market  sweet  corn,  Fresh  market  tomatoes,  Fresh  market  tomatoes  (guar.), 
Fresh  plums,  Grain  sorghum,  Grapes,  Table  Grapes,  Green  peas,  Group  Risk  Plan, 
Wheat,  Barley,  Corn,  Forage  Production,  Cotton,  Peanuts,  Grain  Sorghum,  Soy- 
beans, Hybrid  seed  (Corn),  Hybrid  sorghum  seed,  Macadamia  nuts,  Macadamia 
trees,  Nursery,  Oats,  Onions,  Peaches,  Peanuts,  Pears,  Peppers,  Popcorn,  Potatoes, 
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Prevented  planting,  Prunes,  Raisins,  Rice,  Rye,  Safflowerseed,  Soybeans,  Stonefruit, 
Sugar  beets,  Sugarcane,  Sunflowerseed,  Sweet  corn  (canning  and  freezing),  Tobacco 
(guaranteed),  Tobacco  (quota),  Tomatoes  (canning  and  processing),  Walnuts,  Wheat. 

CCC  FUNDS  TRANSFERS 

Mr.  Durbin.  Over  the  years,  you  have  had  to  borrow  a  signifi- 
cant amount  of  funds  from  CCC  to  cover  indemnities.  For  the 
record,  would  you  provide  a  table  showing  Treasury  and  CCC  bor- 
rowings since  1981?  Include  with  that  your  estimates  for  1994. 

Mr.  Ackerman.  Transfer  of  funds  from  CCC  ensure  there  is  suf- 
ficient cash  reserve  in  the  fund  to  make  timely  indemnity  pay- 
ments in  the  event  of  adverse  agricultural  conditions  nationwide. 

[The  information  follows:] 

Federal  Crop  Insurance  Corporation — CCC  transfers 
Fiscal  year  Millions 

1981  $250 

1982  0 

1983 0 

1984  0 

1985  0 

1986 450 

1987  300 

1988  900 

1989 400 

1990  300 

1991  150 

1992  338 

1993  500 

1994  Estimated  370 

Treasury  borrowings  for  fiscal  year  1985— $113,000,000. 
These  funds  were  repaid  to  the  Treasury  in  Fiscal  Year  1994. 

PRINCIPAL  CROPS  PARTICIPATION 

Mr.  DURBIN.  Could  you  please  provide  us  with  a  table  that  shows 
the  principal  crops  on  which  you  offer  crop  insurance?  How  many 
acres  were  eligible  during  fiscal  year  1993?  How  many  acres  of 
each  crop  was  insured  by  FCIC  and  the  percent  eligible  for  that 
crop?  Please  provide  the  same  information  for  reinsured  compa- 
nies? 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 
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FEDERAL  CROP  INSURANCE  CORPORATION 
Principal  Crops  Participation 
by  Delivery  System   -    1 993 
(acres  in  thousands) 


FCIC 

REINSURED  CO. 

NET 

NET 

PRINCIPAL 

INSURABLE 

INSURED 

PERCENT 

INSURED 

PERCENT 

CROPS 

ACRES   * 

ACRES 

INSURED 

ACRES 

INSURED 

Barley 

7,672 

306 

4.0 

2,481 

32.3 

Dry  Beans 

1,779 

57 

3.2 

822 

46.2 

Corn 

73,129 

889 

1.2 

21 ,546 

29.5 

Cotton 

13,205 

200 

1.5 

4,981 

37.7 

Oats 

4,853 

72 

1.5 

497 

10.2 

Peanuts 

1,629 

102 

6.3 

961 

59.0 

Potatoes 

1,279 

14 

1.1 

244 

19.1 

Rice 

2,907 

56 

1.9 

450 

15.5 

Sorghum 

10,180 

164 

1.6 

2,580 

25.3 

Soybeans 

59,259 

634 

1.1 

13,234 

22.3 

Sugar  Beets 

1,415 

46 

3.3 

615 

43.5 

Sunflowers 

2,590 

66 

2.5 

1,046 

40.4 

Tobacco 

744 

32 

4.3 

263 

35.3 

Wheat 

69,365 

3,597 

5.2 

25,986 

37.5 

TOTAL 

250,006 

6,235 

2.5 

75.706 

30.3 

Information  as  of  March  3,  1994. 


*  Insurable  acres  are  based  on  total  NASS  planted  acres.  These  acres  are  overstated  because 
policy  provisions  do  not  insure  all  planted  acres.  In  addition,  certain  farm  characteristics  may 
eliminate  a  market  for  crop  insurance.  More  accurate  participation  data  is  currently  being 
developed  by  FCIC. 
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PARTICIPATION  RATES 

Mr.  Durbin.  Please  provide  a  table,  by  crop,  that  shows  the  aver- 
age participation  rate  for  the  last  three  fiscal  years.  For  each  crop 
show  the  insurable  acres,  the  insured  acres,  and  the  percent  of 
each. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  that  information. 

[The  information  follows:] 


37 


FEDERAL  CROP  INSURANCE  CORPORATION 

PARTICIPATION   -  1991,   1992  AND  1993 

1 .000  ACRES 


INSURABLE 

ACRES* 

INSURED  ACRES 

PERCENT  INSURED 

CROP 

1991 

1992 

1993 

1991 

1992 

1993 

1991 

1992 

1993 

Almonds 

380 

404 

404 

131 

122 

124 

35 

30 

31 

Apples 

415 

417 

417 

56 

56 

60 

14 

13 

14 

Barley 

8,434 

7,640 

7,672 

4,062 

2,983 

2,787 

48 

39 

36 

Beans,  Canning 

246 

165 

164 

11 

8 

15 

4 

5 

9 

Beans,  Dry 

1,893 

1,543 

1,779 

952 

722 

879 

50 

47 

49 

Citrus 

844 

1,094 

1,094 

43 

47 

48 

5 

4 

4 

Citrus  Trees 

28 

26 

26 

12 

18 

23 

43 

69 

91 

Corn 

75.575 

79.127 

73,129 

21,229 

22,749 

22,695 

28 

29 

31 

Cotton,  ELS 

247 

259 

187 

21 

24 

36 

8 

9 

19 

Cotton,  Upland 

13,897 

12.931 

13,205 

4,857 

4,270 

5,182 

35 

33 

39 

Cranberries 

28 

27 

27 

5 

6 

7 

20 

22 

26 

Figs 

16 

11 

11 

5 

5 

5 

31 

45 

46 

Flax 

345 

165 

193 

155 

62 

67 

45 

37 
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Forage  Production  •• 

- 

- 

- 

182 

121 

225 

- 

- 

- 

Forage  Seeding  •• 

- 

- 

- 

31 

31 

37 

- 

- 

- 

Grapes,  Table 

80 

92 

92 

7 

7 

5 

9 

7 

5 

Grapes:  Processed 

386 

512 

512 

66 

56 

57 

17 

11 

11 

Macadamia  Nuts 

18 

15 

15 

1 

1 

1 

6 

7 

7 

Macadamia  Trees 

18 

15 

15 

2 

2 

2 

11 

12 

12 

Oats 

5,741 

4,951 

4,853 

973 

778 

570 

17 

16 

12 

Onions 

66 

65 

69 

10 

5 

7 

15 

7 

10 

Peaches 

96 

99 

99 

50 

43 

44 

52 

43 

44 

Peanuts 

2,042 

1,666 

1,629 

1,329 

1,051 

1.063 

65 

63 

65 

Pears 

66 

61 

61 

0 

1 

1 

1 

1 

1 

Peas,  Dry 

326 

326 

341 

44 

44 

50 

14 

14 

15 

Peas,  Green 

355 

328 

230 

117 

124 

90 

33 

38 

39 

Peppers 

21 

17 

18 

2 

2 

2 

9 

12 

12 

Plums 

42 

45 

45 

3 

2 

2 

6 

5 

4 

Popcorn 

- 

266 

266 

60 

86 

91 

32 

34 

Potatoes 

1,399 

1,223 

1,279 

305 

255 

258 

22 

21 

20 

Prunes 

80 

80 

80 

20 

18 

21 

24 

23 

27 

Raisins 

266 

159 

159 

96 

72 

65 

36 

45 

41 

Rice 

2.857 

3,160 

2,907 

505 

600 

506 

18 

19 

17 

Rye 

- 

90 

81 

8 

6 

5 

- 

7 

6 

Safflower 

- 

230 

230 

70 

52 

56 

- 

23 

25 

Sorghum 

10.176 

12,834 

10,180 

3,187 

3,580 

2,746 

31 

28 

27 

Soybeans 

58,965 

59,216 

59,259 

14,531 

14,147 

13,995 

25 

24 

24 

Stonefruit 

97 

113 

113 

6 

4 

6 

6 

4 

5 

Sugar  Beets 

1,421 

1.411 

1.415 

640 

634 

661 

45 

45 

47 

Sugarcane 

825 

796 

823 

36 

38 

37 

4 

5 

4 

Sunflowers 

2,693 

2.045 

2.590 

1,436 

893 

1,113 

53 

44 

43 

Sweet  Corn:  Fresh 

54 

55 

49 

21 

21 

18 

40 

38 

36 

Sweet  Corn:  Processed 

566 

494 

466 

138 

123 

121 

24 

25 

26 

Tobacco 

761 

782 

744 

300 

296 

295 

39 

38 

40 

Tomatoes:  Fresh 

112 

89 

89 

21 

10 

10 

19 

11 

12 

Tomatoes:  Processed 

367 

279 

279 

101 

62 

65 

27 

2? 

23 

Walnuts 

181 

188 

188 

9 

6 

5 

5 

3 

3 

Wheat 

60,329 

69.469 

69.365 

26,441 

28,698 

29,583 

44 

41 

43 

TOTAL 

252.756 

264,979 

256.849 

82,286 

82,789 

83,479 

33 

31 

32 

For  1992,  FCIC  changed  from  a  state-based  to  a  county-based  evaluation  of  insurable  acres.   Current  1992  statistics  show  changes  from 
previous  submissions. 


Totals  for  1992  and  1993  do  not  include  forage  crop  insured  acres. 
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PROGRAM  INDICATORS 


Mr.  Durbin.  For  the  record,  please  provide  a  table  of  program  in- 
dicators for  crop  years  1979,  1980,  1981,  1991,  1992,  and  1993. 
Mr.  Ackerman.  I  would  be  pleased  to  provide  that  information. 
[The  information  follows:] 
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PROGRAM  INDICATORS 
(DOLLARS  IN  THOUSANDS) 


CROP  YEAR  DATA 


Number  of  States 

Number  of  County  Programs 

Number  of  Counties 

Insurance  in  Force 

Insured  Acres 

Potential  Acreage 

Participation  Rate 

Liability  Per  Acre 

Ratio  of  Insurance  in  force  to 

Net-Risk  Premium 
Net-Risk  Premium  Per  Acre 


1979 


39 

4.063 

1,526 

.138,806 

21,461 

203,907 

10.52 

99.66 

20.70 


1980 


39 

4,629 

1,676 

3,018,320 

26,272 

224,458 

11.70 

114.89 

19.29 


1981 


49 

5.969 

1,928 

5,982,033 

44,975 

224,458 

20.04 

133.01 

15.79 


1990 


50 

21,085 

3,026 

12,825.212 

101,265 

248,576 

40.74 

126.65 

15.33 


1991 


50 

21,085 

3,026 

11,566,040 

85,245 

248,576 

34.29 

135.68 

15.42 


1992 


50 

21,085 

3,026 

11,328,456 

83,075 

251,474 

33.05 

135.68 

14.68 


1993 


50 

21,568 

3,026 

11.415,104 

83.848 

251,474 

32.16 

135.68 

13.99 


NET  RISK  PREMIUM 


Producer  Premium: 
Government  Operations 
Reinsurance  Operations 
Total  Producer  Premium 


Subsidy: 
Government  Operations 
Reinsurance  Operations 
Total  Subsidy 

Total  Premium  —  Net  Risk: 
Government  Operations 
Reinsurance  Operations 
Total  Premium  -  Net  Risk 


103,324 

0 

103,324 


103,324 
0 


103,324 


156,465 

0 

156.465 


156.465 
0 


156,465 


TOTAL  INDEMNITIES 


Government  Operations 

Reinsurance  Operations 

Total  Indemnities 


67,153 

0 

67,153 


342.626 

0 

342.626 


LOSS  RATIO 


Government  Operations 

Reinsurance  Operations 

Combined  Loss  Ratio 


0.65 
N/A 
0.65 


2.19 
N/A 
2.19 


320,250 

11,814 

332,064 


46,111 
994 


47,105 


366,361 
1  2.808 


379,169 


398,751 

9.350 

408,101 


1.09 
0.73 
1.82 


73.054 
552.205 
625.259 

61,875 
500,625 
562,500 

50,999 
525,000 
575.999 

53.359 
702,896 
756,255 

23,164 
188,028 

20,625 
166,875 

16.914 
179,731 

14,137 
185,983 

211,192 

187.500 

196,645 

200,120 

96,218 
740,233 

82,500 
667,500 

67.913 
704.731 

67,496 
888,879 

836,451 

750,000 

772.644 

956,375 

164,900 

868,300 

1,033,200 


1.71 
1.17 
2.88 


99.000 
801.000 
900.000 


77.551 
843,542 
921,093 


1.20 
1.20 
2.40 


1.17 
1.71 

2.88 


91.372 
1.207.499 
1.298.87'. 


1.71 
1.72 
3.43 


This  tabie  reports  Crop  Year  data,  which  will  not  agree  with  Fiscal  Year  data. 
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DEBT  WRITE  OFF 


Mr.  Durbin.  How  much  debt  did  FCIC  write  off  during  fiscal 
years  1992  and  1993?  Does  FCIC  monitor  its  participants  so  that 
you  don't  continue  to  sell  insurance  to  farmers  that  owe  the  govern- 
ment money  because  of  crop  insurance  programs? 

Mr.  Ackerman.  The  amount  of  debt  written  off  by  FCIC  was 
$4,771,500  for  1992  and  $2,333,500  for  1993. 

FCIC  monitors  the  account  balance  of  insureds  who  are  indebted 
to  the  Corporation.  If  the  debt  becomes  delinquent,  new  acreage  re- 
ports will  not  be  processed  on  existing  policies  and  no  new  applica- 
tion for  additional  insurance  will  be  approved.  Insured  entities  are 
monitored  for  collection  and  compliance  requirements  by  Tax  Iden- 
tification Number. 

NEW  COUNTY  PROGRAMS 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  new 
county  programs,  by  crops,  premium,  indemnities,  and  loss  ratio  for 
1993  combined  experience. 

Mr.  Ackerman.  I  would  be  pleased  to  provide  you  with  the  infor- 
mation. 

[The  information  follows:] 
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Mr.  Durbin.  All  right.  I'm  going  to  ask  Mr.  Peterson  to  take  the 
chair  here  for  a  moment. 

Mr.  Peterson.  Mr.  Ackerman,  it's  nice  to  meet  you.  I've  talked 
to  you  on  the  phone. 

Mr.  Ackerman.  Good  morning. 

Mr.  Peterson.  I  appreciate  the  opportunity  to  be  with  you  today 
on  what  I  feel  to  be  a  very,  very  critical  issue.  You've  got  your 
hands  full,  it  seems  to  me. 

I  want  to  carry  on  something  of  the  line  that  the  Chairman  had 
already  started,  and  in  a  general  sense,  to  make  a  statement  that 
the  mindset  of  Congress  is  towards  pay-as-you-go  these  days.  That 
is  going  to  impact  a  lot  of  programs,  and  particularly  as  it  deals 
with  the  disaster  payments  issue,  and  that's  where  I  think  you  are 
headed. 

What  alarms  me  is  that  we  still  haven't  gotten  everyone  included 
in  the  proposed  plan.  We  have  some  crops  that  aren't  qualifying  in 
the  program,  as  I  see  it,  which  means  that  you  are  essentially  say- 
ing that  there  will  be  appropriations  for  disasters  for  those  particu- 
lar programs,  ultimately. 

How  do  you  rectify  this?  Why  don't  we  just  throw  them  all  in? 
Why  don't  we  make  this  a  composite  and  clean  this  up  and  take 
us  away  from  having  to  deal  with  this  thing  on  an  appropriated 
basis? 

STANDING  DISASTER  LEGISLATION 

Mr.  Ackerman.  Two  points.  First  of  all,  the  disaster  program 
that  we're  proposing  to  create  in  this  legislation  would  be  standing 
legislation.  It  would  not  be  an  ad  hoc  appropriation,  it  would  be 
standing  legislation. 

It  would  require  action  by  Congress  through  an  annual  appro- 
priation bill,  but  it  would  not  be  an  ad  hoc  appropriation. 

Second,  the  reason  that  we  chose  not  to  simply  throw  all  the 

Mr.  Peterson.  There  is  standing  legislation,  but  funded  on  what 
basis?  Every  year  you  have  to  come  in  and  ask  for  an  appropriation 
for  that  particular  piece  of  legislation. 

Mr.  Ackerman.  Yes. 

Mr.  Peterson.  How  is  that  going  to  be  calculated  in  your  re- 
quest? 

Mr.  Ackerman.  For  the  standing  disaster  program? 

Mr.  Peterson.  Yes. 

Mr.  Ackerman.  It  would  be  calculated  based  on  our  experience 
with  it — expectations  of  loss,  history  of  loss.  The  difference,  though, 
is  that  it  would  not  be  an  ad  hoc  proposal  in  the  sense  that  if  there 
were,  say,  a  major  freeze  in  Florida,  you  would  not  have  to  come 
in  and  ask  for  a  special  dire  supplemental  appropriation  bill  in  the 
middle  of  the  year  in  order  to  fund  it. 

It  would  be  funded  through  the  annual  appropriation  cycle. 

insuring  crops 

The  reason  that  we  did  not  throw  all  crops  into  crop  insurance 
goes  to  the  other  point  that  we've  discussed,  and  that  is  our  need 
to  get  to  a  1. 1  loss  ratio. 

We  currently  insure  some  40  to  50  crops,  yet  the  crops  that  we 
insure  are  those  which  have  a  sufficient  set,  a  sufficient  history  of 
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records  of  data  that  we  can  set  rates  that  can  be  actuarially  sound 
to  the  extent  sound. 

As  you  know,  we  have  had  problems  getting  to  that  level,  but  to 
the  extent  that  we  can,  we  need  that  basis.  We  are  trying  to  ex- 
pand the  program  to  other  crops,  but  we  don't  want  to  do  it  too 
quickly  or  so  quickly  that  we  set  up  programs  that  are  not  actuari- 
ally sound. 

This  program  has  had  a  bad  history  on  this  point.  During  the 
early  to  mid-1980's,  crop  insurance  expanded  very  quickly  into 
crops  that  we  were  not  ready  to  cover.  As  a  result,  we  suffered 
some  very  bad  losses  and  had  to  withdraw  from  those  crops. 

We  felt  that  we  could  only  do  so  much  at  any  one  time.  We  did 
not  want  to  over-extend  the  crop  insurance  program  to  areas  that 
it  is  not  ready  to  get  into.  For  those  crops  that  we  weren't  ready 
to  bring  into  crop  insurance,  we  felt  we  had  to  do  the  next  best 
thing,  and  that  is  to  retain  a  disaster  program  for  them. 

EXPANSION  OF  COVERAGE  OF  CROPS 

Mr.  Peterson.  We  could  construct,  it  seems  to  me,  though,  a 
plan  where  not  every  crop  is  equal,  and  reach  your  ratios,  could 
you  not?  That  is  to  say  wheat  doesn't  have  to  be  the  same  as  mush- 
rooms, that  we  could  actually  change  perhaps  the  loss  ratios  to  ac- 
commodate the  changes  of  the  anticipated  loss. 

Mr.  Ackerman.  To  do  that,  you  would  need  to  have  a  sufficient 
amount  of  data  and  records  and  stability  in  that  crop  to  be  able  to 
calculate,  for  instance,  how  much  you  would  have  to  charge  in 
order  to  do  that. 

If  you  were  going  to  take  a  crop  that  is  not  now  covered  that  was 
more  risky  than  another  crop  because  it's  newer  or  smaller  or  more 
localized,  you  would  have  to  be  able  to  have  enough  data  to  deter- 
mine what  the  appropriate  price  would  be  in  order  to  cover  it. 
That's  the  concern. 

Mr.  Peterson.  But  you  are  having  to  do  that,  aren't  you,  in  your 
legislative  request?  And  I  assume  that  you  have  money  requested 
for  1995. 

Mr.  Ackerman.  Yes. 

Mr.  Peterson.  For  those  crops,  you  had  to  go  through  that  cal- 
culation, did  you  not?  In  order  to  reach  the  numbers  that  you  are 
requesting? 

Mr.  Ackerman.  We've  gone  through  that  calculation  for  all  of  the 
40-odd  crops  that  we  now  cover,  and  I  believe  we  have  provided  to 
the  committee  a  list  of  additional  crops  that  we  currently  have  in 
the  pipeline  that  we  are  analyzing  for  inclusion  in  the  crop  insur- 
ance program  over  the  next  several  years.  There  are  about  two 
dozen  of  those  crops. 

But  as  we  bring  a  new  crop  in,  we're  trying  to  do  it  in  an  orderly 
way,  that  each  crop  is  analyzed,  each  crop  is  reviewed. 

FUTURE  SAVINGS 

Mr.  Peterson.  Okay.  Let  me  go  on.  Maybe  I  miscalculated  this, 
but  several  times  in  your  testimony  you  say  that  we  will  pay  more. 
Mr.  Ackerman.  Yes. 
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Mr.  PETERSON.  It  will  cost  more  for  this  program,  but  that  we 
will  save  $750  million  over  five  years.  Where  does  this  $70  million 
savings  each  year  come  in  that  you  related  in  your  oral  testimony? 

Mr.  Ackerman.  The  $70  million  that  I  mentioned  earlier  was 
specifically  related  to  the  nonstandard  classification  system.  That's 
money  that  we  would  have  paid  out  in  excess  losses  to  high  risk 
farmers  in  high  risk  areas  that  we  are  now  saving  because  we  have 
implemented  this  program  that  identifies  those  farmers  and  raises 
their  rates. 

Mr.  Peterson.  That's  in  addition  to  the  $750  million. 

Mr.  Ackerman.  No,  it  is  separate  from  it.  The  $750  million  as- 
sumes that  savings  already. 

Mr.  Peterson.  Okay,  so  it  is  included  in  that  savings. 

Mr.  Ackerman.  Yes. 

Mr.  Peterson.  Okay.  So  it  is  not  an  additive. 

Mr.  Ackerman.  No. 

REINSURED  COMPANIES  EXPENSE  REIMBURSEMENT 

Mr.  Peterson.  We  are  going  to  open  up  for  commercial  insurers 
a  larger  market  which  has  potential  for  a  much  greater  profit, 
given  the  31  percent  premium  paid.  In  fact,  you  have  already  noted 
that  they  are  already  preparing  new  products  that  will  potentially 
set  the  stage  for  not  coercion,  but  certainly  some  salesmanship 
process  that  will  take  place  and  I  could  see  some  huge  benefits 
from  here  for  that  commercial  activity. 

Would  that  not  merit  a  re-look  at  the  31  percent  number? 

Mr.  Ackerman.  I  think  you're  right,  that  this  opens  up  a  very 
large  business  opportunity  for  the  private  companies,  and  it  does 
require  us  to  look  at  the  expense  reimbursement  issue. 

The  way  we  have  proposed  to  do  it  is  through  our  proposal  to 
allow  price  competition.  Basically  what  we're  saying  in  our  pro- 
posal is  that  we  would,  at  the  beginning  of  the  year,  set  a  number 
like  the  31  percent  for  expense  reimbursement,  but  then  we  would 
say  if  one  company  can  deliver  more  efficiently  than  another  com- 
pany, we  would  let  them  pass  along  that  savings  to  the  farmer. 

This  way  we  would  be  creating  a  market  incentive  for  companies 
to  keep  down  their  overhead  costs.  It  is  getting  at  that  same  issue, 
but  doing  it  through  a  different  direction. 

We  in  fact,  in  coming  up  with  this  proposal,  looked  at  a  number 
of  alternatives  on  this,  about  whether  it  would  be  better,  for  in- 
stance, for  us  to  go  to  a  direct  cost  system  rather  than  having  any 
percentage  at  all,  or  perhaps  having  a  31  percent  ceiling,  and  re- 
quiring each  company  to  come  in  and  show  us  their  receipts,  their 
actual  receipts,  up  to  that  amount. 

In  each  of  those  cases,  though,  our  feeling  after  looking  at  it,  was 
that  we  would  probably  end  up  spending  the  full  amount  and  cre- 
ate a  larger  compliance  cost  for  the  government  to  make  the  pro- 
gram work. 

The  idea  of  using  a  market  incentive  seemed  to  be  a  cleaner, 
more  efficient  way  to  do  it,  but  you  are  right,  it  is  an  issue  that 
has  to  be  looked  at  as  part  of  this  package. 
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PUBLIC  EDUCATION  OF  PROPOSED  INSURANCE 

Mr.  Peterson.  A  major  part  of  the  concern  that  I  have,  is  I  don't 
want  every  small  farmer  to  find  themselves  under  great  stress  be- 
cause they  are  going  into  a  complicated  new  program,  where  they 
may  end  up  essentially  buying  multiple  products  that  would  be  in- 
jurious to  their  profit  margin. 

I  don't  know  that  it  is  other  than  education  that  we  can  deal 
with  that,  but  I  see  that  the  farmer  potentially,  under  this  transi- 
tion could  be  vulnerable. 

Is  that  an  unreasonable  concern? 

Mr.  Ackerman.  No,  it's  not,  and  I  think  it's  going  to  be  very  im- 
portant as  we  go  forward  with  this  to  have  a  very  strong  and  effec- 
tive public  education  process  as  we  do  move  forward  with  this. 

We  are  looking  at  creating  standards  for  training  of  agents  to 
make  sure  that  the  agents  in  the  field  uniformly,  no  matter  what 
company  they  are  associated  with  because  many  of  the  companies 
have  very  good  training  systems  right  now,  but  to  make  sure  that 
uniformly,  agents  are  well-trained  and  able  to  do  this  job  very  well. 

The  education  function  is  going  to  be  very  important.  We  don't 
want  to  have  situations  where  farmers  are  making  mistakes  on 
these  decisions  because  they  are  not  getting  the  right  information, 
and  the  decision  about  whether  to  get  catastrophic  coverage, 
whether  to  settle  for  catastrophic  coverage  because  it's  cheap,  ver- 
sus buying  up  to  a  higher  level  of  coverage  which  may  be  more 
suitable,  is  a  very  important  decision  for  a  farmer  to  make. 

I  think  you're  right.  It's  going  to  be  important  that  we  get  the 
right  information  out  on  the  street  or  out  in  the  field. 

CATASTROPHIC  COVERAGE 

Mr.  Peterson.  Well,  you  are  being  reduced — did  you  wish  to 
comment? 

Mr.  Ackerman.  Oh,  Mr.  Moos  has  made  a  point.  Just  to  be  clear, 
the  actual  linkage  that  we're  talking  about  would  only  apply  to  the 
catastrophic  coverage.  You  would  not  be  required  to  get  higher  cov- 
erage or  any  of  these  supplemental  products  in  order  to  be 

Mr.  Peterson.  I  understand  that,  but  I  would  say  also  that  that 
is  my  major  concern. 

Mr.  Ackerman.  Right. 

Mr.  Peterson.  That  while  they  are  not  required,  it  could  be  pre- 
sented in  such  a  way  as  that  if  you  don't  have  addditional  coverage 
you  will  be  left  in  the  cold. 

Mr.  Ackerman.  Yes. 

crop  insurance  education  process 

Mr.  Peterson.  The  education  process,  as  you  note  I  think  cor- 
rectly, it's  going  to  be  very,  very  critical.  You  are  facing  shutdowns 
of  offices.  You  are  shutting  down  probably  some  of  this  workforce 
reduction,  you're  going  to  have  to  suffer  through  that. 

You  do  some  contracting  I  think  with  individuals  who  do  some 
of  your  work  out  in  the  field. 

Mr.  Ackerman.  Yes. 
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Mr.  Peterson.  Tell  me,  are  you  confident  that  your  force  is  up 
to  the  task  of  carrying  this  message  to  the  field  without  having 
some  voids  out  there  in  rural  areas? 

Mr.  Ackerman.  We  understand  this  is  going  to  be  a  tough  job. 
We  understand  this  is  going  to  be  a  very  work-intensive  period  for 
the  FCIC  and  for  the  Farm  Service  Agency  because  we  are  presum- 
ing that  reorganization  will  occur,  and  that  will  help  us. 

But  we  do  feel  confident  on  this,  and  there  are  a  number  of  rea- 
sons for  it.  If  it  was  just  the  FCIC  standing  alone  doing  this,  then 
I  would  be  concerned.  We  have  a  limited  number  of  people,  but  in 
getting  the  word  out  on  crop  insurance  reform,  I  would  envision 
that  we  would  be  working  through  a  lot  of  different  organizations 
and  allied  groups,  both  within  USDA  and  in  the  private  sector,  and 
we  would  even  ask  to  work  with  Capitol  Hill  on  this,  and  with  the 
farm  producer  organizations  as  well. 

It  will  take  a  concerted  effort.  We  would  depend  on,  for  instance, 
the  Extension  agents  of  USDA,  the  County  offices  of  USDA,  the 
private  insurance  companies  and  their  20,000-odd  agents  across 
the  country,  and  the  farm  producer  organizations  to  help  us  in  this 
job. 

But  you  are  right,  it  is  going  to  take  a  concerted  effort.  We're 
going  to  have  to  work  very  hard  at  it.  It's  going  to  be  a  lot  of  work, 
but  we  think  we  can  do  it. 

Mr.  Peterson.  Has  this  been  looked  at  in  the  Department  from 
a  coordinating  concept  yet,  or  is  this  still  just  you  hope  it  works. 

INFO  SHARE 

Mr.  Ackerman.  No,  we  are  starting  to  look  at  this  on  a  very  seri- 
ous, very  detailed  level.  I  have  already  had  a  number  of  meetings 
with  Grant  Buntrock,  the  Administrator  of  ASCS,  and  how  we  will 
coordinate  on  a  number  of  levels  on  this  proposal. 

This  has  come  up  in  our  discussions,  for  instance,  about  the  Info 
Share  computer  system. 

Mr.  Peterson.  Right. 

Mr.  Ackerman.  We  are  going  to  be  meeting  next  week  in  Kansas 
City  with  representatives  of  the  insurance  companies  to  start  talk- 
ing in  very  specific  ways  about  implementation  plans. 

So  yes,  this  has  taken  on  a  very  workman  like  character. 

AREA  YIELD  PROGRAM 

Mr.  Peterson.  All  right,  and  my  last  question  is  really  one  going 
back  to  last  year.  When  you  testified  last  year,  area  yield  was  the 
panacea.  It  was  the  end-all.  It  was  going  to  take  us  to  the  final  con- 
clusion that  we  had  reached  the  epitome  of  all  crop  insurance  prob- 
lems. 

Nary  a  word  in  anything  that  we've  received  has  mentioned  this. 
Was  there  an  explosion?  Did  we  blow  up  those  two  words  in  this 
process?  What  happened?  What  created  all  of  this  fuss  initially 
over  area  yield,  and  then  why  did  it,  after  having  been  brought  to 
us  as  essentially  the  solution,  disintegrate? 

Mr.  Ackerman.  Area  yield  is  still  part  of  the  mix.  It  is  still  out 
there.  Last  year  when  this  issue  arose  before  Congress,  both  in  the 
context  of  appropriations,  and  in  the  context  of  the  reconciliation 
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bill  as  well,  there  had  been  a  proposal  to  impose  area  yield  on  a 
very  widescale  basis,  on  a  mandatory  basis. 

What  we  have  done  with  area  yield  is  to  make  it  a  pilot  program 
and  to  increase  it  as  a  pilot  program.  It  began  as  a  program  simply 
involving  about  100  counties  in  soybeans  last  year. 

In  its  first  year  of  operation,  area  yield  coverage  was  purchased 
by  something  in  the  range  of  300  to  500  farmers.  That's  a  fairly 
limited  number. 

This  year  we  are  expanding  that  pilot  program  to  about  1,800 
county  crop  programs.  Each  crop  within  each  county  counts  as  one 
county  crop  program. 

We  are  trying  to  give  it  a  fair  market  test  to  see  if  it  can  develop 
a  niche  among  farmers.  There  has  been  a  problem  so  far  in  the 
sense  that  farmers  are  taking  a  while  to  accept  it. 

It's  not  clear  what  part  of  the  market  it  will  take  root  in.  It  also 
is  not  clear  yet  how  large  a  marketshare  it  will  attract,  but  we  are 
giving  it  a  good  market  test  this  year. 

I  understand  that  there  are  some  areas  where  it  is  selling  quite 
well. 

Area  yield,  I  think,  as  any  kind  of  panacea  to  the  budget  or  to 
this  program,  will  only  be  as  effective  to  the  extent  that  farmers 
start  to  buy  it. 

What  needs  to  occur  is  over  time,  this  program  will  have  to  gain 
acceptance  among  farmers.  We  in  Washington  should  not  be  telling 
farmers  you  have  to  buy  this  alternative  or  that  alternative. 

We  are  giving  this  proposal  a  good  market  test.  We  are  backing 
it  and  hoping  that  it  catches  on.  We  are  doing  what  we  feel  we 
need  to  do  to  help  it  catch  on,  but  ultimately,  it  will  be  up  to  the 
American  farmers  as  to  whether  they  choose  to  buy  it. 

Mr.  Peterson.  And  you  are  expanding  that  to  18  areas,  you 
think? 

Mr.  Ackerman.  To  about  1,800. 

Mr.  Peterson.  1,800. 

Mr.  Ackerman.  1,800  county  crop  programs. 

Mr.  Peterson.  And  in  the  pilot  program  now,  how  large  is  that? 

Mr.  Ackerman.  That  is  the  pilot  program  for  crop  year  1994.  For 
1993,  it  was  about  99  counties  solely  in  soybeans.  It  was  a  rel- 
atively smaller  program. 

Mr.  Peterson.  And  so  that  is  the  parallel  to  the  other  programs 
that  we  have  on-going. 

Mr.  Ackerman.  Yes. 

Mr.  Peterson.  So  you  aren't  discarding  the  area  yield  concept, 
you  are  going  on  with  it.  At  what  time  does  this  stop  being  a  pilot 
and  we  can  declare  it  a  success  or  failure? 

Mr.  Ackerman.  I  think  it's  something  that  we  would  want  to 
have  as  an  alternative  for  farmers  because  there  are  some  areas, 
some  situations,  where  it  is  a  very  good  buy  for  farmers. 

I  think  what  we  may  see  is,  depending  on  what  the  results  are 
this  year,  how  many  farmers  buy  it  and  what  their  experience  is, 
that  ultimately  this  may  become  simply  a  permanent  alternative 
within  the  crop  insurance  program,  not  a  replacement  in  any  area 
for  individual  crop  insurance,  but  simply  another  option  that  we 
offer  to  farmers. 
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Mr.  Peterson.  Thank  you.  I  yield  to  the  gentleman  from  New 
Mexico. 

Mr.  Skeen.  I  want  to  welcome  you  and  compliment  you  both.  I 
have  understood  that  you  have  been  asked  almost  every  conceiv- 
able question,  that  you  have  handled  them  all  expertly  and  with 
great  aplomb,  and  I  appreciate  that. 

I  have  one  question  for  you. 

HARVEST  INCENTIVES 

That's  on  harvest  incentives,  particularly  as  it  effects  the  cotton 
program,  and  I  understand  that — are  you  supportive  of  that  pro- 
gram? 

Mr.  Ackerman.  Yes,  I  am  supportive  of  that. 

Mr.  Skeen.  I  think  the  big  problem  between  the  farmers  and  the 
Corporation  though  is  the  fact  that  they  want  it  initiated  now,  and 
you  plan  to  phase  it  in. 

Mr.  Ackerman.  That's  correct. 

Mr.  Skeen.  Over  time. 

Mr.  Ackerman.  Yes. 

Mr.  Skeen.  Okay. 

Mr.  Ackerman.  We  have  been  looking  to  put  this  in  place  for 
crop  year  1995.  The  real  hard  work  on  creating  the  harvest  incen- 
tive was  begun  fairly  recently.  The  current  push  for  it  grew  out  of 
a  trip  that  I  took  about  two  months  ago  to  Texas,  where  I  met  with 
a  number  of  cotton  farmers  and  cotton  insurance  people. 

We  discussed  this  issue  at  length.  Over  the  past  several  weeks, 
we've  been  working  very  hard  to  try  to  put  a  program  together  to 
make  it  work. 

We  are  at  a  late  date  to  put  this  in  place  for  1994.  We  are  past 
the  contract 

Mr.  Skeen.  Too  much  to  try  to  ask  to  initiate  on  an  immediate 
basis. 

Mr.  Ackerman.  That's  correct.  We  don't  want  to  go  through  the 
effort  of  doing  this  and  do  it  wrong  because  we  rushed  it.  We  want 
to  do  this  right  and  put  it  into  place  for  next  year  on  a  wider  basis. 

Mr.  Skeen.  I'm  given  to  understand  that  the  insurance  people, 
that  they  could  give  you  the  information  that  you  need  and  so 
forth,  but  that's  not  the  whole  criterion  that  you're  working  on. 

Mr.  Ackerman.  That's  correct. 

Mr.  Skeen.  From  what  you  have  been  telling  me. 

Mr.  Ackerman.  Yes.  We've  been  working  closely  with  the  insur- 
ance companies  as  well  to  get  their  input  on  this.  This  has  been 
very  much  a  cooperative  effort  with  the  insurance  companies,  with 
our  staff,  with  Capitol  Hill,  and  with  others.  It  has  been  a  very 
good  process. 

As  I  said,  our  main  concern  is  that  we  don't  want  to  rush  it  and 
do  it  wrong.  This  is  a  complicated  program  and  we  want  to  do  it 
right.  We  believe  it's  important.  We  are  committed  to  doing  it,  but 
we  want  to  do  it  right. 

Mr.  Skeen.  There  is  an  old  Spanish  saying  that  Ed  Pastor  has 
been  teaching  me  called  pacencia,  pacencia,  y  calma,  calma — take 
a  little  patience  and  be  calm. 
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APPLICATION  FEE 

Mr.  Skeen.  What  are  FCIC's  estimates  of  the  cost  involved  in 
writing  a  crop  insurance  policy?  Does  the  $50  application  fee  in- 
cluded in  the  Administration's  proposal  have  any  relationship  to 
this  actual  cost? 

Mr.  Ackerman.  FCIC  is  working  with  the  crop  insurance  indus- 
try to  develop  information  needed  to  establish  the  costs  of  deliver- 
ing crop  insurance.  This  includes  all  aspects  of  the  program,  not 
just  the  application.  Agents  now  spend  time  making  presentations 
to  many  farmers  who  ultimately  decide  not  to  buy,  thus  receiving 
nothing  for  their  efforts. 

REORGANIZATION 

Mr.  Skeen.  Given  the  fact  that  you  are  eliminating  direct  Fed- 
eral policies  in  the  1995  crop  year,  will  the  FCIC  also  be 
downsizing  in  line  with  that  move. 

Mr.  Ackerman.  Over  the  last  few  years  the  volume  of  direct 
business  has  declined  to  be  about  7  percent  of  the  total  book  of 
business.  Recognizing  that  a  disproportionate  share  of  our  employ- 
ees had  been  dedicated  to  the  support  of  a  large  direct  business 
field  structure  while  other  functions  were  critically  short  of  person- 
nel, FCIC  made  a  conscious  effort  to  address  this  issue  in  the  1992 
reorganization  by  developing  a  strategy  to  systematically  downsize 
the  direct  business  workforce  in  the  field  offices  and  realign/reas- 
sign personnel.  In  1993,  FCIC  closed  12  field  offices  and  realigned 
personnel  and  resources  to  enhance  regulatory  and  oversight  roles. 
All  FCIC  program  areas  are  being  reviewed  to  determine  whether 
Crop  Insurance  Reform  will  result  in  increased  workloads  that  may 
provide  placement  opportunities  so  the  Direct  Service  Office  per- 
sonnel may  be  offered  other  positions  in  FCIC  when  their  work  in 
support  of  the  direct  delivery  system  is  complete.  An  estimated  60 
full  time  equivalent  staff  years  will  be  needed  in  Fiscal  Year  1995 
to  complete  work  on  claims  from  the  1994  Crop  Year,  but  all  per- 
sonnel should  be  redeployed  to  other  assignments  by  March  1995. 

Mr.  Skeen.  In  light  of  USDA's  plan  to  downsize  and  consolidate 
ASCS  or  FSA  offices  how  will  this  reduced  workforce  be  able  to  do 
the  work  necessary  to  provide  low  level  crop  insurance  policies  in 
addition  to  all  their  other  responsibilities? 

Mr.  Ackerman.  In  the  past,  USDA  offices  have  done  a  good  job 
implementing  complicated  disaster  aid  programs  involving  huge 
workload  demands  and  tight  deadlines.  They  will  do  a  good  job 
here  also.  The  USDA  reorganization  will  help  the  system.  FCIC, 
ASCS,  and  parts  of  FmHA  will  be  combined  into  the  new  Farm 
Service  Agency.  This  merged  agency  structure  will  allow  the  county 
office  to  respond  effectively  and  quickly  to  decisions  by  crop  insur- 
ance policy-makers  on  putting  this  new  plan  forward. 

FARM  UNITS 

Mr.  Skeen.  The  legislative  language  is  silent  on  whether  farmers 
will  be  able  to  break  down  their  farm  from  a  county-wide  single 
unit  to  smaller  units.  What  is  your  intention  and  wouldn't  offering 
units,  even  on  ASCS  farm  serial  numbers,  be  a  huge  disincentive 
to  buying  up  coverage  while  also  driving  up  costs  of  the  proposal? 
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Mr.  Ackerman.  The  issue  of  appropriate  units  for  the  cata- 
strophic level  of  protection  has  been  discussed  within  the  Depart- 
ment, and  with  industry,  members  of  Congress,  and  farm  groups. 
There  are  many  different  opinions  about  this  matter.  We  agree  that 
allowing  a  high  degree  of  flexibility  on  unit  structure  under  the  cat- 
astrophic coverage  would  be  a  disincentive  to  buying  higher  levels 
of  coverage.  The  draft  legislation  is  silent  on  this  matter  with  the 
intention  that  it  will  be  determined  by  public  comments  on  regula- 
tions that  implement  the  terms  of  legislation  after  it  is  passed  by 
the  Congress  and  signed  by  the  President. 

PRIVATE  INSURANCE  AGENTS 

Mr.  Skeen.  We  heard  testimony  yesterday,  that  a  minimum 
number  of  farmers  would  visit  a  professional  insurance  agent  prior 
to  being  able  to  get  a  policy  at  the  FSA  office.  Do  you  think  this 
would  help  meet  the  objectives  of  your  policy? 

Mr.  Ackerman.  While  this  new  process  has  been  discussed,  it  is 
not  a  part  of  the  Administration's  reform  package.  Given  our  cur- 
rent delivery  system,  the  proposed  modification  may  not  meet  our 
objectives  of  high  participation  because  qualified  private  sector  crop 
insurance  agents  and  loss  adjusters  are  not  evenly  distributed 
across  the  country. 

Mr.  Skeen.  Do  you  believe  there  may  be  some  areas  of  the  coun- 
try where  there  is  really  no  need  for  government  delivery  of  crop 
insurance  due  to  the  existence  of  a  very  extensive  private  agency 
network  that  can  ensure  farmers  get  covered? 

Mr.  Ackerman.  In  some  areas  of  the  country  the  private  sector 
has  done  a  good  job,  but  more  is  required  in  order  to  preclude  cost- 
ly disaster  assistance.  We  came  at  the  issue  of  program  delivery 
from  a  different  angle.  We  asked  ourselves  if  the  government  need- 
ed a  private  sector  sales  force  in  order  to  provide  a  benefit  that  is 
100  percent  subsidized. 

We  concluded  that  a  combination  of  federal  and  private  delivery 
systems  have  the  qualities  we  believe  will  help  us  attain  much 
higher  levels  of  participation.  In  giving  farmers  a  choice,  we  do  not 
imply  a  rejection  or  devaluation  of  private  sector  delivery. 

Because  we  are  financed  by  taxpayer  dollars,  we  need  to  be  fair 
to  farmers  in  all  regions  of  the  country  and  give  them  the  same 
service  options.  Because  the  private  insurance  sector  would  have  a 
competitive  advantage — virtually  all  business  is  written  by  private 
insurance  companies — and  an  improved  product  to  sell,  they  are 
extremely  well  positioned  to  benefit  from  the  Administration's  re- 
form proposal. 

RISK  SHARING 

Mr.  Skeen.  We've  always  heard  that  private  companies  don't 
bear  enough  risk.  Yesterday  we  heard  some  very  convincing  facts 
that  illustrate  they  bear  significant  risk.  How  do  opportunities  for 
gain  compare  with  risk  of  loss  under  the  existing  SRA — are  they 
in  balance  or  out  of  balance? 

Mr.  Ackerman.  When  the  1993  Standard  Reinsurance  Agree- 
ment was  drafted,  a  profit/loss  ratio  of  2.41  existed  in  the  commer- 
cial fund,  2.08  in  the  developmental  fund,  and  2.08  in  the  assigned 
risk  fund.  These  ratios  outline  the  potential  for  losses  as  compared 
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to  gains.  Under  the  1993  scenario,  reinsured  company's  potential 
share  of  losses  is  2.4  times  the  potential  share  for  gains  in  the  com- 
mercial fund.  Based  on  the  industry's  testimony  of  March  30,  1993, 
before  the  House  Appropriations  Committee,  actual  experience  ap- 
plied to  the  1993  agreement  reflects  a  3  percent  profit  during  a  10 
year  period — 1981  through  1990.  If  you  include  the  experience  of 
the  1991-1993  crop  years,  this  profit  margin  would  be  decreased  to 
a  loss.  Considering  the  fact  that  catastrophic  losses  have  occurred 
in  1993,  1988,  and  1983,  every  five  years  the  reinsured  companies 
would  have  a  disproportionate  chance  to  recoup  losses  paid.  Total 
1993  reinsurance  losses  are  approximately  $83,000,000. 

PAPERWORK  STREAMLINE 

Mr.  Skeen.  There  have  also  been  suggestions  that  the  current 
paperwork  and  administrative  burdens  of  the  program  could  be 
streamlined  and  reduced  thereby  saving  FCIC  and  private  compa- 
nies significant  administrative  costs.  Have  you  considered  estab- 
lishing a  joint  FCIC-industry  task  force  to  address  this  issue? 

Mr.  Ackerman.  The  reinsured  companies  have  experienced  a  re- 
duction in  expense  reimbursement  over  the  last  three  years.  How- 
ever, FCIC  has  implemented  significant  changes  in  program  re- 
quirements over  the  last  three  years,  that  increase  costs  borne  by 
the  companies.  A  task  force  has  been  established;  however,  this 
task  force  has  been  charged  with  determining  methods  to  report 
costs  to  FCIC  for  the  purposes  of  establishing  the  percentage  of  ex- 
pense reimbursement.  The  goals  of  this  task  force  could  be  ex- 
panded to  include  such  a  study. 

Mr.  Skeen.  Thank  you  very  much. 

Mr.  Ackerman.  Thank  you. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

Mr.  DURBIN.  Mr.  Pastor. 

Mr.  Pastor.  With  two  chairmen  and  a  ranking  member,  when  it 
gets  down  here 

[Laughter.] 

Mr.  Skeen.  This  stuff  always  gets  to  you,  to  the  bottom. 

Mr.  Pastor.  Yes.  [Laughter.] 

CITRUS  CROP  INSURANCE 

To  begin,  I  am  interested  in  how  the  citrus  industry  could  use 
this  program.  I've  had  some  conversations  with  some  of  the  citrus 
people,  and  they  say  they  find  few  incentives  to  participate  in  some 
of  these  programs. 

Although  the  program  is  subsidized,  they  are  not  enthusiastically 
signing  up.  What  incentives  do  you  think  you  are  going  to  include 
in  the  new  program  to  encourage  them  to  participate? 

Mr.  Ackerman.  For  citrus  in  particular,  we  have  had  some  meet- 
ings with  citrus  growers  in  Texas,  and  I  hope  to  get  to  Florida  at 
some  point  to  talk  to  citrus  growers  there  as  well. 

Mr.  Pastor.  Arizona  has  the  best  oranges,  though. 

Mr.  Ackerman.  Is  that  right?  [Laughter.] 

We  will  certainly  go  to  Arizona  as  well.  [Laughter.] 

In  every  crop  program,  there  are  unique  circumstances.  For  cit- 
rus, we  have  established  this  program  similar  to  other  programs. 
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We  have  created  the  incentives  that  normally  exist  in  crop  insur- 
ance. 

I  think  probably  the  most  useful  thing  that  I  can  do  would  be  for 
me  to  make  a  point  to  meet  in  the  next  few  months  with  citrus 
growers  and  discuss  this.  That  is  something  that  I  will  say  here 
publicly,  I  am  going  to  be  very  willing  and  eager  to  do. 

We've  talked  about  a  number  of  specifics  on  citrus,  for  instance, 
to  expand  our  coverage  for  citrus  trees  as  well  as  fruit  which  is  a 
very  important  concern  in  a  number  of  parts  of  the  country. 

We  do  this  in  some  limited  areas.  It  is  something  that  we  want 
to  expand. 

We  have  also  considered  recognizing  or  providing  rate  breaks  to 
citrus  growers  who  use  various  technology  to  protect  against 
freezes;  for  instance,  certain  sprinkler  systems  are  designed  to  pro- 
tect the  interior  parts  of  trees. 

Mr.  Pastor.  Right. 

Mr.  Ackerman.  We  are  looking  at  those  kinds  of  incentives  but 
I  think  that  probably  the  most  useful  thing  I  can  tell  you  here  and 
now  that  I  could  do  would  be  to  visit  with  citrus  farmers,  and 
that's  something  I  would  be  very  happy  to  do. 

CROP  EXPANSION  PROCESS 

Mr.  Pastor.  Good.  I  was  looking  through  your  notebook  and  I 
see  you  are  expanding  into  some  crops  that  are  very  valuable  in 
Arizona — lettuce,  cantaloupe,  watermelon. 

When  do  you  think  you  will  have  completed  your  studies? 

Mr.  Ackerman.  This  will  occur  over  the  next  two  to  three  years. 

Mr.  Pastor.  Two  to  three  years. 

Mr.  Ackerman.  Yes.  The  process  is  that  these  crops  are  submit- 
ted to  the  Economic  Research  Service  in  USDA.  They  do  an  eco- 
nomic analysis,  and  an  actuarial  analysis.  Then  we  go  through 
them  and  set  the  rates.  That  is  about  the  amount  of  time  that  it 
takes. 

Mr.  Pastor.  Thank  you,  Mr.  Chairman. 

PROPOSED  INSURANCE  REFORM 

Mr.  Durbin.  Mr.  Ackerman,  let  me  try  to  return  to  the  concept 
of  the  reform  so  that  I  understand  it.  Basically,  we're  saying  to  pro- 
ducers that  they  will  be  given,  for  a  modest  fee,  basic  catastrophic 
protection,  and  that  they  are  then  expected  to  turn  to  the  commer- 
cial market  to  buy  additional  protection,  and  not  expect  disaster 
payments  except  under  the  most  extraordinary  circumstances. 

Mr.  Ackerman.  That's  correct. 

Mr.  Durbin.  Is  that  a  good  summary  of  where  we're  headed? 

Mr.  Ackerman.  Yes. 

risk  sharing 

Mr.  Durbin.  That  really  then  depends  on  a  commercial  market 
being  there  that  will  step  in  beyond  the  coverage  of  the  cata- 
strophic insurance,  and  enough  to  keep  a  farmer  in  business  if  they 
face  drought,  flood,  whatever  other  disaster  might  occur. 

The  testimony  yesterday  from  people  involved  in  that  industry 
suggested  that  there  were  concerns  on  their  part  as  to  the  fact  that 
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there  still  is  a  great  deal  of  exposure  involved  here.  As  they  look 
back  at  the  last  year,  and  their  loss  experience,  they  seem  to  be 
reluctant  to  suggest  that  the  commercial  market  will  be  able  to 
supplement  or  augment  the  catastrophic,  free  federal  program. 

What  is  your  response  to  that? 

Mr.  Ackerman.  We  understand  that  the  commercial  firms  did 
take  serious  losses  this  year.  As  I  mentioned  before,  our  latest 
numbers  show  that  collectively  the  companies  took  an  underwriting 
loss  of  about  $82  million.  That  is  a  lot  of  money. 

The  government  also  took  a  very  large  loss  last  year,  but  we  feel 
that  risk-sharing  is  a  central  part  of  this  program. 

Crop  insurance  is  offered — this  program  is  very  much  a  partner- 
ship between  the  government  and  the  private  sector.  The  commer- 
cial firms  have  a  very  important  role  in  it.  Risk-sharing  is  a  very 
important  part  of  that  process. 

I  would  not  be  prepared  at  this  point  to  say  that  risk-sharing 
should  be  lessened  because  of  the  experience  of  one  year. 

Rather,  I  think  the  movement  towards  greater  risk-sharing  has 
been  a  very  healthy  development  in  this  program. 

SUBSIDY  TO  FARMERS 

Mr.  Durbin.  Let  me  ask  this  as  a  follow-up  though,  you  are  not 
suggesting  as  part  of  the  reform,  are  you,  that  the  federal  govern- 
ment would  be  in  any  way  subsidizing  the  commercial  insurance 
available  to  farmers? 

Mr.  Ackerman.  Well,  we  are  subsidizing  it  in  the  sense  that 
there  would  be  premium  subsidies,  and  that  we  would  continue  to 
have  the  expense  reimbursement  under  the  price  competition  sys- 
tem that  I  mentioned. 

And  we  would  continue  to  have  our  reinsurance  relationship  with 
the  companies. 

Mr.  Durbin.  I'm  going  to  have  to  ask  you  to  clarify  that.  I  under- 
stood that  the  second  level  of  insurance  after  catastrophic  was  in 
the  private  sector,  but  you  are  saying  it  is  not,  it  is  a  blend  of  pri- 
vate and  public  again  stepping  in. 

Mr.  Ackerman.  Yes.  The  higher  levels  of  coverage  would  be 
under  a  system  similar  to  what  we  currently  have  in  which  the  fed- 
eral government,  at  the  higher  levels  of  coverage,  would  reinsure 
the  private  companies,  as  we  do  now. 

We  would  provide  expense  reimbursement  to  the  private  compa- 
nies with  the  one  change  involving  price  competition,  and  we  would 
continue  to  provide  a  subsidy  to  farmers  for  their  premiums  in  the 
sense  that  the  dollars  that  would  have  gone  for  the  free  50/60  cov- 
erage would  be  applied  to  the  higher  levels  of  coverage  with  a  little 
bit  extra.  We  have  some  targeted  incentives  for  the  higher  levels 
of  coverage. 

ACTUARIALLY  SOUND  CROP  INSURANCE  PROGRAM 

Mr.  Durbin.  Do  I  take  it  from  that  that  it  is  just  impossible  to 
make  crop  insurance  actuarially  sound? 

Mr.  Ackerman.  In  the  long-term,  the  answer  is  probably  yes. 
This  is  different  from  private  insurance.  It  is  fundamentally  dif- 
ferent; that  is  why  this  program  exists.  That's  why,  without  this 
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program,  there  has  never  really  been  a  private  sector — totally  pri- 
vate sector-based,  crop  insurance  system. 

Mr.  Durbin.  How  do  we  protect  ourselves  under  your  reform 
from  spending  the  same  amount  of  money  under  a  different  name, 
coming  right  back  again  and  saying  through  our  subsidy  to  the 
"commercial  insurance  market,"  we  are  going  to  be  paying  money 
again? 

How  do  you  reconcile  the  fact  that  we  are  always  open  politically 
to  pressure  to  keep  premiums  lower,  or  to  extend  coverage  far  be- 
yond what  is  actuarially  sound  by  commercial  standards? 

Mr.  ACKERMAN.  I  think  Congress  took  a  very  important  step  last 
year  by  creating  a  statutory  goal  of  a  1.1  loss  ratio.  That  is  our 
mandate.  We  are  required  to  do  that  by  statute,  and  I  think  that 
was  a  very  important  first  step. 

You  can  depend  on  good  managers  if  you  want,  but  that  is  not 
always  possible.  I  like  to  think  I'm  doing  a  good  job,  but  who 
knows? 

But  I  think  that  having  a  statutory  1.1  loss  ratio  standard  is 
very  important,  and  it  is  very  important  for  Congress  and  for  the 
administration  to  do  rigorous  oversight. 

Mr.  DURBIN.  So  the  1.1  loss  ratio  you  think  is  the  backstop  on 
the  commercial  insurance,  the  backstop  in  terms  of  the  federal  ex- 
posure. 

Mr.  ACKERMAN.  I  think  it's  a  very  important  backstop.  It  has  to 
be  paired  with  rigorous  oversight. 

Mr.  DURBIN.  Let  me  ask  you  a  couple  of  questions  brought  up  by 
the  industry. 

Mr.  Ackerman.  Okay. 

COVERAGE  UNDER  CROP  INSURANCE  REFORM 

Mr.  Durbin.  It  seems  that  they're  concerned  that  the  definition 
of  the  coverage  under  the  reform  act  is  open-ended, — and  that  it  re- 
fers to  drought,  flood  or  other  natural  disasters,  rather  than  spe- 
cific perils.  Can  you  explain  why  that  terminology  is  used? 

Mr.  Ackerman.  Yes,  that  terminology  was  used  because  in  draft- 
ing this  legislation,  it  became  apparent  that  there  are  different 
lists  of  disasters  in  different  parts  of  the  law,  and  not  all  of  those 
lists  are  consistent. 

There  is,  for  instance,  a  list  of  disasters  under  the  disaster  legis- 
lation is  different  from  the  list  of  perils  under  the  insurance  legis- 
lation, or  under  the  insurance  statute. 

What  we  wanted  to  do  was  to  have  a  consistent  list,  and  do  it 
in  a  consistent  way.  Just  to  be  clear,  I  will  say  for  the  record,  it 
is  not  our  intention  in  any  way  by  drafting  the  legislation  that  way 
to  limit  the  coverage  under  insurance,  to  take  away  any  of  the  cur- 
rent perils  that  are  covered. 

Mr.  Durbin.  Well,  I  guess  the  concern  of  the  industry  is  that  be- 
cause it  is  so  open-ended,  it  is  open  to  political  interpretation,  and 
that  this  Secretary  or  some  future  Secretary  may  base  some  politi- 
cal pressure  to  include  certain  losses  that  have  occurred,  and  are 
politically  in  the  limelight,  and  that  that  might  have  some  undesir- 
able consequences. 
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You  are  suggesting  flexibility  on  one  side  which  sounds  good,  but 
on  the  other  side,  it  really  could  open  us  up  to  more  exposure,  could 
it  not? 

Mr.  Ackerman.  I  would  only  suggest  that  that  flexibility  exists 
under  current  law.  Current  law,  as  I  understand  it,  allows  new  per- 
ils to  be  added. 

Mr.  Durbin.  Okay.  We  will  get  into  this,  and  I  am  sure  the  au- 
thorizing committee  will  get  into  it  even  more.  Mr.  Skeen. 

COTTON  HARVEST  INCENTIVE 

Mr.  Skeen.  Thank  you,  Mr.  Chairman.  I  have  to  apologize.  Let 
me  take  you  back  to  the  harvest  incentive  program  on  cotton  once 
again. 

I  think  the  question  that  the  industry  wanted  me  to  ask  you  was 
in  reference  to  the  pilot  program,  and  whether  or  not  you  would 
support  an  initiation  of  a  pilot  program  this  harvest  year? 

Mr.  Ackerman.  Yes.  My  response  is  that  we  would  consider  it, 
but  we  are  trying  to  do  this  in  a  very  careful  way,  and  because  of 
that,  it  is  much  more  likely  that  we  will  be  ready  to  be  up  and  run- 
ning for  crop  year  1995. 

We  would  consider  it,  if  this  can  be  put  together  in  the  next 
month  or  two.  I  am  not  closing  off  any  options  on  that,  but  it  is 
more  likely  that  we  would  be  ready  to  do  this  for  1995. 

As  I  said  before,  we  don't  want  to  do  this  wrong. 

Mr.  Skeen.  Well,  my  question  to  you  is  would  it  be  of  any  great 
value  to  you  with  the  follow-on  in  the  development  of  the  full  pro- 
gram to  have  this  information,  or  do  you  think  that  you  have 
enough  information  now? 

Mr.  Ackerman.  I  think  we  are  still  collecting  information  on 
this. 

Mr.  Skeen.  Collecting  it,  but  you  are  open  still. 

Mr.  Ackerman.  Yes. 

Mr.  Skeen.  Thank  you  very  much,  Mr.  Ackerman.  I  appreciate 
it.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Mr.  Peterson? 

insurance  on  citrus  crops 

Mr.  Peterson.  Mr.  Ackerman,  it  occurs  to  me,  and  I  should  have 
asked  this  earlier,  but  if  you  have  a  crop,  let's  take  citrus,  where 
you  are  not  dealing  with  a  single  year  loss,  if  you  lose  your  produc- 
tion capability  for  citrus,  you've  lost  it  for  multiple  years. 

So  how  does  that  fit  into  your  insurance  program? 

Mr.  Ackerman.  For  citrus  in  particular,  this  is  why  we've  been 
looking  at  the  possibility  of  covering  the  trees  as  well  as  the  fruit, 
because  the  loss  of  the  tree  is  what  creates  that  multi-year  loss — 
the  serious  damage  to  the  trees. 

We  have  tried  this  in  some  areas.  I  understand  it  has  been  suc- 
cessful in  those  areas,  and  I  think  we  will  be  looking  toward  ex- 
panding it. 

Mr.  Peterson.  And  so  that  would  be  a  front-end  loss,  or  then 
you  would  figure  you  have  a  six  year  loss,  and  that  would  be  a  pay- 
ment over  a  six  year  period,  but  would  you  be  front-end,  where  the 
individuals  were  going  to  have  to  do  the  replanting,  where  their 
real  costs  are  incurred? 
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Mr.  Ackerman.  My  understanding  is  that  it  would  be  a  front-end 
loss.  It  would  be  a  loss  that  is  calculated  based  on  the  value  of  the 
tree  at  the  time  that  it  is  lost. 

DISASTER  PAYMENTS  FOR  NONINSURABLE  CROPS 

Mr.  Peterson.  And  let  me  ask  again,  to  make  sure  I  understand, 
on  how  we  are  going  to  deal  with  the  disaster  payments  for  non- 
identified  crops.  You  are  going  to  come  in  with  a  request  for  appro- 
priation on  an  annual  basis  for  that  specific  line. 

Mr.  Ackerman.  Correct. 

Mr.  Peterson.  Is  that  as  I  understand  it? 

Mr.  Ackerman.  Yes. 

Mr.  Peterson.  And  so  the  reason  is  because  we  just  can't  deter- 
mine what  those  losses  would  be  that  would  allow  us  to  let  these 
people  participate  in  this  catastrophic  loss  program. 

Mr.  Ackerman.  That's  right.  Because  we  wanted  to  set  up  some- 
thing separate  from  the  insurance  program  for  crops  that  we're  not 
ready  to  provide  insurance  for.  The  reason  that  we  would  be  setting 
it  up  this  way  rather  than  an  ad  hoc,  say  a  dire,  supplemental  ap- 
propriation, is  because  we  want  to  provide  some  greater  certainty 
for  those  farmers. 

Even  though  it  is  not  individually  triggered  as  an  insurance  pol- 
icy, at  least  this  way  if  a  farmer  suffers  a  loss  in  one  of  these  crops, 
they  would  not  need  to  worry  whether  other  farmers  in  their  area 
suffered  loss  in  order  to  trigger  the  area  trigger. 

They  would  not  have  to  worry  whether  it  was  a  national  disaster 
to  make  Congress,  as  a  whole,  take  action. 

Mr.  Peterson.  Well,  again,  I  just  restate  my  concern,  that  I  see 
an  awful  lot  of  pressure  being  brought  to  bear  for  us  then  to  do  an- 
other supplemental  just  from  the  political  realities  that  would  exist 
in  the  case  of  a  really  severe  disaster. 

If  we  have  another  Andrew  go  through  or  if  we  have  another  big 
flood  go  through  or  whatever,  and  we  have  a  number  of  non-cov- 
ered crops,  politically  it  would  be  very  hard  to  not  say  well,  I'm 
sorry,  we  are  not  doing  anything  about  the  amount  previously  ap- 
propriated. 

It  would  just  be  very,  very  hard,  even  though  you  would  have 
some  monies  appropriated,  not  to  cover  whatever  balance  was  lack- 
ing. 

If  we  are  going  to  do  this,  it  seems  to  me  one  of  the  goals  would 
be  to  find  some  mechanism,  some  formula  that  would  take  us  into 
a  total  coverage,  ultimately,  of  all  crops  that  are  out  there. 

Mr.  Ackerman.  But  the  idea  would  be  that  if  you  had  a  situation 
like  Hurricane  Andrew  striking,  this  standing  disaster  program 
would  be  there.  The  area  trigger  would  in  fact  be  triggered,  and  the 
money  would  be  able  to  flow  fairly  quickly. 

Mr.  Peterson.  I  remain  a  little  concerned  about  that  aspect  of 
it.  Thank  you,  Mr.  Chairman. 

REINSURANCE  REIMBURSEMENT — MANDATORY  FUNDS 

Mr.  Durbin.  My  last  question  relates  to  a  budgetary  concern,  Mr. 
Moos,  or  Mr.  Ackerman,  you  might  address.  Your  reform  proposes 
shifting  reinsurance  reimbursements  from  discretionary  to  manda- 
tory? 
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Mr.  Ackerman.  Yes. 

Mr.  Durbin.  I  don't  like  that  a  bit.  We  see  about  $70  billion  pass 
through  this  Subcommittee  in  a  given  year,  and  $56  billion  of  it  is 
mandatory.  We  just  watch  the  parade  go  by. 

Tell  me  why  you  think  these  reimbursements  should  be  manda- 
tory as  opposed  to  discretionary? 

Mr.  Ackerman.  Let  me  give  you  the  practical  reason,  and  give 
you  a  larger  explanation. 

We  felt  that  it  was  appropriate  to  combine  the  payments  to  the 
companies  with  the  subsidy  to  the  farmers  because  both  payments 
really  serve  the  same  purpose.  They  are  both,  in  effect,  subsidies 
to  the  farmer.  One  is  direct  and  the  other  is  indirect. 

By  combining  the  two,  that  allows  us  to  have  our  price  competi- 
tion proposal.  The  reason  that  the  subsidies  have  generally  been 
mandatory,  at  least  the  customer  subsidy,  is  because  the  amount 
of  money  that  we  are  obligated  to  pay  is  driven  by  forces  external 
to  us. 

They  are  driven  by  the  number  of  people  who  buy  insurance,  and 
by  the  rates  that  are  charged.  If  we  are  appropriated  a  certain 
amount  of  money,  we  cannot  simply  stop  paying  people  if  more  peo- 
ple sign  up  for  the  program.  We  are  required  to  pay. 

By  tying  the  payments  to  the  company  together  with  these  sub- 
sidies to  the  farmers,  those  payments  as  well  become  driven  by 
these  forces  of  how  many  people  sign  up  for  the  program,  and  what 
the  levels  of  subsidies  are. 

We  cannot  tell  a  company  we  are  not  going  to  pay  you  just  be- 
cause more  people  have  signed  up,  and  more  money  has  become  ob- 
ligated. 

That  is  the  practical  reason.  I  want  to  say  on  this  point  that  I 
understand  the  sensitivity  on  it.  We  clearly  do  not  want  to  send 
any  signal  in  any  way,  shape,  or  form  that  this  is  in  any  way  a 
way  to  have  less  oversight  from  this  Subcommittee. 

I  feel  that  the  contributions  made  by  this  Subcommittee,  particu- 
larly last  year  on  the  1. 1  loss  ratio,  the  NCS  program,  and  the  caps 
on  the  companies,  were  extremely  useful  to  me  as  the  incoming 
Manager,  and  they  are  things  that  I  consider  very  important. 

Mr.  Durbin.  The  difficulty,  of  course,  is  that  you  tossed  us  a  bou- 
quet in  your  earlier  testimony  because  we  reduced  the  expense  re- 
imbursement rate  and  saved  money. 

Mr.  Ackerman.  That  is  correct.  ' 

Mr.  Durbin.  And  now  you  want  to  take  that  authority  away  from 
the  Subcommittee. 

Mr.  Ackerman.  My  understanding,  and  I  may  be  in  error  about 
the  rules  of  House  parliamentary  procedures,  is  that  it  would  still 
be  appropriate  for  the  Subcommittee  to  have  language  like  that  in 
an  appropriations  bill  under  this  system.  I  may  be  wrong  on  that, 
but  that  was  my  understanding.  My  understanding  is  the  main  dif- 
ference it  makes  is  the  scoring  of  the  proposal  among  different 

Mr.  Durbin.  And  that's  where  we  spend  most  of  our  lives. 
[Laughter.] 

Mr.  Durbin.  Thank  you  very  much,  we  appreciate  your  testi- 
mony today.  Two  of  our  colleagues — Mr.  Myers  and  Mr.  Walsh — 
have  some  questions  they  would  like  answered  for  the  record. 

Mr.  Ackerman.  Thank  you. 
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Mr.  Moos.  Thank  you. 


Mr.  Myers.  Please  compare  the  FCIC  reinsurance  program  of  the  1980s  with  that 
of  the  1990s.  Is  it  required  of  the  FCIC  to  only  shift  risk  to  the  private  sector  to 
the  extent  that  the  private  sector  can  shoulder  it?  Please  explain. 

Response.  For  the  record,  a  distribution  of  actual  gains  and  losses,  and  a  compari- 
son of  that  same  actual  experience  under  the  1993  Standard  Reinsurance  Agree- 
ment follows. 

Title  XXII  of  the  Food,  Agriculture,  Conservation,  and  Trade  Act  of  1990  directed 
the  FCIC  to  revise  its  reinsurance  agreements  to  "require  the  reinsured  companies 
to  bear  an  increased  share  of  any  potential  loss  under  such  agreement,  taking  into 
consideration  the  financial  conditions  of  the  reinsured  companies  and  the  availabil- 
ity of  private  reinsurance". 

[The  information  follows:] 

FCIC  REINSURANCE  UNDERWRITING  GAIN/LOSS— ACTUAL  VERSUS  PROJECTED  USING  1993 

AGREEMENT 

[In  thousands  of  dollars] 


Gain/loss- 


Year 


Actual 

Per  1993 
agreement 

Difference 

$2,558 

$8,749 

$6,191 

-2,393 

-7,761 

-5,368 

-419 

- 1,480 

-1,061 

3.350 

18,578 

15,228 

7,992 

9.943 

1,951 

16,704 

40,381 

23,677 

-  8,044 

-52,506 

-44,462 

28,378 

16,565 

-11,813 

52,190 

70,647 

18,457 

42,061 

18,338 

-23,723 

1982  

1983  

1984  

1985  

1986  

1987  

1988  

1989  

1990  

1991  

Totals 


142,377 


121,454 


20,923 


Mr.  Walsh.  There  exists  a  great  deal  of  skepticism  as  to  whether  Congress  has 
the  political  will  to  not  provide  federal  relief  to  farmers  when  a  disaster  occurs.  Do 
you  really  think  that  this  proposal,  well-meaning  as  it  may  be,  will  stop  Congress 
from  acting  to  provide  relief  when  a  real  disaster  occurs. 

Response.  Under  the  proposal,  such  ad  hoc  legislation  would  require  a  budget  off- 
set. It  would  be  difficult  to  find  such  an  offset  and  therefore,  it  is  unlikely  that  ad 
hoc  legislation  could  be  enacted  except  in  an  extreme  situation. 

The  reform  proposal  has  been  structured  to  provide  a  payment  to  farmers  that 
approximates  payments  farmers  have  received  under  previous  ad  hoc  disaster  legis- 
lation. Because  of  the  many  variables  involved  in  determining  the  amount  of  an  ad 
hoc  disaster  payment,  it  is  possible  that  the  amount  that  will  be  paid  under  the  re- 
form proposal  in  any  year  and  for  any  farmer  could  be  larger  or  smaller  than  the 
ad  hoc  payment.  However,  FCIC  believes  that  intervention  by  the  Congress  would 
not  be  necessary. 

FCIC  recognizes  that  the  Congress  will  consider  constituents'  requests  with  com- 
passion and  concern.  It  is  possible  that  the  Congress  may  decide  in  an  extreme  case, 
that  additional  assistance  is  needed.  FCIC  anticipates  that  such  circumstances 
would  be  rare,  and  would  represent  a  situation  worse  than  has  occurred  in  the  past 
few  years. 

Mr.  Walsh.  Your  projection  that  this  crop  insurance  reform  proposal  will  result 
in  federal  budgetary  savings  is  based  on  the  shaky  assumption  that  Congress  will 
not  provide  any  more  disaster  payments  to  farmers.  As  I  understand  it,  you  are 
planning  to  make  this  program  mandatory.  Given  that  the  crop  insurance  is  not  ac- 
tuarially sound,  given  that  you  are  increasing  the  level  of  benefits  to  those  who  par- 
ticipate in  the  crop  insurance  program,  and  given  that  you  are  anticipating  a  large 
increase  in  the  number  of  people  participating  in  the  program,  I  find  it  hard  to  see 
how  we  will  achieve  cost  savings.  Can  you  please  comment  on  this. 

Response.  Cost  savings  under  the  reform  proposal  arise  from  several  sources. 
First,  duplicate  payments  to  the  same  farmers  are  eliminated.  Currently,  farmers 
can  and  do  receive  a  payment  from  both  the  crop  insurance  program  and  the  ad 
hoc  disaster  programs  for  the  same  loss.  Second,  in  some  cases,  the  proposed  pay- 
ment under  the  reform  proposal  will  be  slightly  lower  than  those  made  under  ad 


61 

hoc  disaster.  It  is  difficult  to  state  exactly  when  and  to  what  degree  this  will  occur 
because  so  many  factors  affect  the  amount  of  disaster  payments.  A  third  source  of 
savings  compared  to  previous  years,  is  in  the  actuarial  soundness  of  the  crop  insur- 
ance program.  By  legislation,  the  Federal  Crop  Insurance  Corporation  must  take 
steps  to  demonstrate  that  the  projected  loss  ratio  for  crop  years  after  October  1, 
1995,  will  average  1.10  or  less.  FCIC  has  published  a  "Blueprint  for  Financial 
Soundness"  that  describes  these  actions  and  is  seeking  public  comment  on  it.  The 
FCIC  intends  to  pursue  this  objective  aggressively  because  it  is  good  public  policy. 

Mr.  Walsh.  Under  your  crop  insurance  reform  proposal  many  non-program  crops 
would  still  be  eligible  for  disaster  relief.  Once  disaster  relief  is  offered  to  these  non- 
program  crop  producers,  I  can  see  Congress  coming  under  increasing  pressure  to 
provide  additional  disaster  relief  to  farmers  participating  in  the  program.  Do  you 
see  this  as  being  a  potential  problem?  Will  those  non-program  crops  that  are  eligible 
for  disaster  relief  receive  a  higher  of  lower  amount  of  assistance  than  those  who 
would  be  expected  to  participate  in  the  crop  insurance  program? 

Response.  Farmers  who  receive  benefits  under  the  disaster  part  of  the  proposed 
reform  will  receive  payments  for  losses  in  yield  greater  than  50  percent,  and  will 
be  paid  at  a  rate  equal  to  60  percent  of  the  price.  This  is  the  same  formula  as  pro- 
posed for  the  catastrophic  crop  insurance.  However,  these  payments  will  be  made 
only  after  all  farms  in  the  area  in  which  the  farm  is  located  have  suffered  an  aver- 
age loss  of  yield  greater  than  35  percent.  This  essentially  is  the  trigger  that  these 
farmers  now  must  meet  because  ad  hoc  disaster  assistance  is  enacted  after  farmers 
producing  major  crops  have  sustained  significant  losses. 

FCIC  anticipates  that  producers  of  many  crops  that  now  are  not  covered  by  crop 
insurance  will  press  for  coverage  under  that  program  so  that  individual  losses  can 
be  covered.  FCIC  will  work  with  the  farmers  and  commodity  groups  to  develop  the 
data  needed  to  establish  these  crop  insurance  programs  whenever  this  is  feasible. 

Mr.  Walsh.  You  are  planning  to  link  participation  in  the  crop  insurance  program 
to  participation  in  other  federal  commodity  support  programs.  However,  there  are 
certain  regions  in  the  country  that  are  more  susceptible  to  federal  disaster  than  oth- 
ers. In  regions  of  the  country  (i.e.  central  New  York)  where  there  is  a  more  temper- 
ate climate  some  farmers  are  going  to  resent  being  forced  to  participate  in  this  pro- 
gram. Do  you  foresee  a  potential  legal  problem  as  farmers  complain  (maybe  sue)  to 
the  government  about  this  mandatory  participation?  Will  more  disaster  prone  re- 
gions of  the  country  benefit  at  the  expense  of  more  temperate  farming  regions? 

Response.  Participation  in  the  catastrophic  level  of  crop  insurance  is  proposed  as 
a  condition  of  eligibility  for  payments  under  price  support  and  loan  programs.  Other 
conditions  of  eligibility  apply  to  those  programs.  Farmers  who  participate  in  price 
support  and  loan  programs  must  comply  with  any  acreage  reduction  restrictions. 
Compliance  with  sodbuster/swampbuster  and  controlled  substance  provisions  also  is 
mandatory.  Based  on  these  precedents  enacted  by  the  Congress,  FCIC  foresees  no 
legal  problems  with  this  provision.  Farmers  will  pay  a  reasonable  cost  of  $50  per 
crop  per  county,  not  to  exceed  $100  per  farmer. 

Temperate  regions  will  not  suffer  at  the  expense  of  more  disaster  prone  regions 
of  the  country.  It  is  true  that  farmers  in  riskier  areas  of  the  country  may  have 
losses  more  frequently.  However,  yields  are  lower  and  crops  tend  to  have  lower  val- 
ues in  these  areas  of  the  country.  Thus,  payments  will  tend  to  be  smaller  than 
would  be  made  in  the  temperate  areas  for  equivalent  losses  in  yield.  On  this  basis, 
we  do  not  believe  that  the  proposal  advantages  or  disadvantages  any  particular 
areas  of  the  country. 
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KENNETH  D.  ACKERMAN 


Mr.  Kenneth  D.  Ackerman  is  the  Manager  for  the  Federal  Crop  Insurance  Corporation  of  the 
United  States  Department  of  Agriculture.  Born  in  Albany,  New  York,  Mr.  Ackerman  received 
his  Bachelor  of  Arts  degree  from  Brown  University  in  1973  and  his  law  degree  from  the 
Georgetown  University  Law  Center  in  1976. 

Mr.  Ackerman  began  his  career  in  1976  as  the  minority  staff  counsel,  Committee  on 
Governmental  Affairs.  In  198 1 ,  he  joined  the  Commodity  Futures  Trading  Commission  (CFTC). 
For  the  next  seven  years  as  counsel  at  the  CFTC,  Mr.  Ackerman  became  an  expert  in  the 
intriguing  field  of  futures  trading.  In  addition  to  his  activities  in  the  futures  market,  he 
investigated  the  1987  stock  market  crash  and  the  1979-1980  silver  market  and  the  1985  collapse 
of  a  gold  trading  firm. 

Mr.  Ackerman  accepted  the  job  of  special  counsel,  Committee  on  Agriculture,  Nutrition  and 
Forestry,  in  1988,  and  participated  in  a  review  of  the  Chicago  futures  markets  and  their  role  in 
the  1987  stock  market  crash.  The  assignment  took  on  added  dimensions  when  news  broke  in 
January  1989  of  the  alleged  fraud  at  the  commodity  exchanges.  Ken  came  to  the  committee 
specifically  to  work  on  the  CFTC  reauthorization  and  to  be  involved  from  a  congressional 
vantage  point.  He  also  was  active  in  reviewing  the  start-up  rules  of  the  Federal  Agricultural 
Mortgage  Corporation,  better  known  as  Farmer  Mac,  and  in  developing  the  portion  of  the  1990 
Farm  Bill  dealing  with  crop  insurance. 

During  1993,  as  a  key  member  of  the  Senate  Agriculture  Committee,  Ken  was  instrumental  in 
developing  crop  insurance  legislation  connected  with  the  1993  Omnibus  Budget  Reconciliation 
Act. 

He  has  published  a  number  of  articles  on  Black  Monday,  as  well  as  the  historical  account  of  the 
1989  gold  market  crash,  The  Gold  Ring:  Jim  Fisk.  Jay  Gould  and  Black  Friday.  1989. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Statement  of  Kenneth  D.  Ackerman,  Manager,  before  the  Subcommittee  on  Agriculture,  Rural 
Development,  Food  and  Drug  Administration,  and  Related  Agencies. 

Mission  of  FCIC 

Thank  you  for  this  opportunity  to  appear  before  the  Subcommittee  to  discuss  the  Fiscal  Year 
(FY)  1995  Budget  for  the  Federal  Crop  Insurance  Corporation  (FCIC).  The  mission  of  FCIC 
is  to  offer  an  actuarially  sound  insurance  program  on  crops  of  agricultural  significance  that  is 
responsive  to  both  the  producer  and  the  taxpayer.  FCIC  works  toward  providing  a  mechanism 
for  farmers  to  protect  the  investment  in  their  crops  through  the  sharing  of  certain  uncontrollable 
natural  risks.  To  carry  out  this  mission,  FCIC  pursues  an  actuarially  sound  program  which 
reflects  sensible  risk  taking  through  consistent  loss  adjustment  procedures  and  effective  program 
delivery. 

FCIC  is  a  Government  chartered  corporation  established  under  the  authority  of  the  Federal  Crop 
Insurance  Act,  as  amended.  It  is  statutorily  limited  to  760  permanent  full  time  employees. 
Authorized  staffing  is  not  to  exceed  825  staff  years.  By  the  end  of  1994,  100  percent  of  the  total 
premium  will  be  written  by  commercial  insurance  companies  who  operate  under  a  financial 
arrangement  called  the  Standard  Reinsurance  Agreement.  These  companies  sell  crop  insurance, 
adjust  losses,  guarantee  payment  of  the  premiums  to  the  Government,  and  share  in  any 
underwriting  gains  or  losses. 
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Operating  expenses  for  the  commercial  insurers  are  funded  along  with  federal  expenses  from  the 
A&O  account.  Indemnities  are  paid  to  producers  by  the  commercial  insurers  under  the  terms 
of  the  Act  with  losses  reinsured  by  FCIC  through  use  of  the  FCIC  program  Fund.  The  1994 
Standard  Reinsurance  Agreement  (SRA)  has  been  revised  to  limit  the  expense  reimbursement 
paid  to  companies  to  31  percent  in  accordance  with  the  1994  Appropriation  language.  FCIC  is 
planning  to  continue  this  expense  reimbursement  in  the  1995  SRA. 

Of  FCIC's  total  1994  employment  level  of  825,  156  are  located  in  the  Washington,  D.C. 
headquarters  office.  Crop  insurance  programs  are  formulated,  implemented,  and  monitored  at 
the  Washington  office.  The  Washington  office  provides  overall  policy,  program  management, 
and  general  leadership  for  establishing  and  administering  insurance  policies  for  the  farm 
industry. 

FCIC  has  294  employees  who  handle  national  operations  from  the  office  located  in  Kansas  City, 
Missouri.  This  office  includes  functions  that  analyze  productivity  and  risk  in  the  determination 
of  premium  rates  and  yield  coverages;  analyze  changes  in  terms  of  crop  insurance  contracts; 
explore  the  expansion  of  new  and  existing  program  coverage;  develop  and  maintain  underwriting 
standards  to  ensure  uniform  application  of  underwriting  procedures;  and  collect  all  crop  and 
account  data  needed  for  policy  determinations,  underwriting  decisions,  and  financial  management. 

Six  Compliance  Field  Offices  and  86  employees  provide  oversight  and  quality  control  of 
reinsured  companies  and  FCIC  program  service  operations  by  conducting  recurring  and  random 
reviews  and  audits  to  assure  that  mandates,  policies,  and  procedures  are  followed  by  persons 
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involved  in  delivering  crop  insurance.  This  ensures  fair  and  equitable  treatment  of  the  farmer, 
the  taxpayer,  and  the  Corporation. 

Ten  Regional  Service  Offices  and  289  employees  formulate  and  recommend  policies  specific  to 
the  needs  of  the  region  for  which  each  is  responsible.  They  provide  customer  service,  problem 
identification,  and  resolution,  as  well  as  assistance  to  delivery  system  partners  regarding 
program  issues  related  to  underwriting  and  claims  administration.  The  Direct  Service  Offices 
and  the  Area  Claims  Offices,  whose  current  functions  are  to  provide  direct  sales  and  services  to 
farmers,  are  expected  to  be  closed  by  midyear  1995.  These  functions  will  be  assumed  by 
companies  participating  in  the  reinsurance  program. 

Need  for  Crop  Insurance  Reform 
FCIC  is  undergoing  many  changes  which  will  directly  affect  the  way  we  do  business  in  the 
insurance  industry  and  the  manner  in  which  the  crop  insurance  program  will  benefit  the 
individual  farmer  and  crop  producer. 

Crop  insurance  reform,  through  legislation  submitted  to  Congress  on  March  3,  1994,  will 
improve  the  insurance  program  as  a  risk  management  tool  for  U.S.  agriculture.  Either  with  or 
without  crop  reform,  FCIC  will  continue  efforts  toward  making  improvements  in  the  crop 
insurance  program  to  target  a  minimum  of  a  1 . 1  loss  ratio  as  outlined  by  the  "blueprint"  required 
in  the  1993  Omnibus  Reconciliation  Act. 
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When  weather  perils  confront  the  farmer  that  results  in  a  loss  of  production,  the  crop  insurance 
program  must  be  responsive  to  provide  insured  crop  producers  with  income  for  payment  of  loans 
and  other  operating  costs  of  the  farm,  as  well  as  providing  for  the  farm  family  living  expenses. 

Agriculture  is  a  risky  business.  The  catastrophic  events  in  the  Midwest  this  past  year  causing 
massive  flooding,  and  the  drought  in  the  Southeast  have  stretched  the  imagination  of  the  wisest 
and  the  most  experienced  agricultural  specialists  in  the  field  of  crop  insurance  and  crop  disasters. 

Accomplishments  and  Improved  Crop  Insurance 

Mr.  Chairman,  since  FCIC  last  appeared  before  you  in  support  of  the  Agency's  budget,  we  have 
aggressively  implemented  program  changes  that  support  fiscal  responsibility  while  assuring 
effective  risk  management  for  farmers.  More  effective  late  and  prevented  planting  coverage  is 
currently  being  offered,  beginning  in  Crop  Year  1994.  This  major  enhancement  automatically 
covers  farmers  in  these  situations. 

FCIC  has  also  modified  the  methods  by  which  insured  yields  are  determined  so  that  farmers  can 
use  their  own  records  much  more  quickly.  This  works  both  ways.  Farmers  who  consistently 
produce  better  than  the  average  yield  will  have  insurance  consistent  with  their  capabilities,  and 
so  will  those  farmers  who  consistently  produce  less  than  the  average  yield. 

FCIC  has  introduced  a  data  base  of  taxpayer  identification  numbers  that  tracks  the  insurance 
experience  of  individual  growers  and  assures  this  information  is  used  in  yield  determinations. 
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Consistent  with  the  direction  provided  by  this  committee,  FCIC  expanded  the  Nonstandard 
Classification  System  (NCS)  to  certain  individual  producers  within  counties  which  contained  a 
loss  ratio,  after  applying  1993  rates,  greater  than  1 .  10  for  more  than  70  percent  of  the  years  the 
crop  had  been  insured  in  the  county.  FCIC  is  expanding  the  NCS  consistent  with  the  goals  of 
this  appropriated  direction.  Steps  which  FCIC  is  in  the  process  of  initiating  are  to  continue  the 
standard  NCS  program  on  the  1 1  crops  in  the  program  in  all  counties.  These  crops  are  barley, 
corn,  cotton,  grain  sorghum,  seed  corn,  oats,  peanuts,  rice,  soybeans,  tobacco,  and  wheat.  In 
the  1995  crop  year,  FCIC  will  expand  the  NCS  program  to  all  crops  which  apply.  The  selected 
crop  policies  will  also  be  adjusted  to  a  1.10  loss  ratio.  The  standard  NCS  procedures  will  apply 
to  filing  dates,  disaster  adjustment  factors  (DAP),  reconsiderations,  etc. 

Incremental  changes  to  the  Standard  Reinsurance  Agreement  continue  the  pattern  begun  in  1992 
of  imposing  greater  risk  upon  commercial  insurance  companies.  The  insurance  industry  will 
experience  underwriting  losses  estimated  to  be  19  percent  of  their  retained  premium  or  60  million 
industry  wide.  This  is  nearly  equal  to  one-half  of  the  underwriting  gains  experienced  since  the 
reinsurance  program  was  started  in  1981.  While  a  need  still  exists  for  greater  risk  sharing  by 
companies,  this  indicates  that  FCIC  has  made  significant  strides  in  implementing  a  more 
financially  responsible  reinsurance  program. 

In  addition,  emphasis  on  compliance,  underwriting,  and  changing  premium  rates  to  reflect 
experience,  and  other  actions,  have  all  contributed  to  realizing  the  dual  goals  of  fiscal 
responsibility  and  attractive  insurance  products. 
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These  are  just  a  few  examples  of  major  improvements  which  FCIC  and  the  members  of  this 
Committee  can  be  proud  of.  The  Explanatory  Notes  for  the  1995  Budget  contain  many  more 
accomplishments  which  FCIC  has  identified  as  significant  to  the  improvement  of  the  crop 
insurance  program. 

Crop  Insurance  Reform  -  Changes  in  Business 

The  budget  for  the  Federal  Crop  Insurance  Corporation  proposes  changes  to  the  funding  of  public 
relief  to  alleviate  the  effects  of  agricultural  disasters.  Farmers  who  participate  in  any  farm 
production  adjustment  or  price  support  program  or  who  borrow  from  the  Farmers  Home 
Administration  would  be  required  to  enroll  in  catastrophic  crop  insurance  protection  as  a 
condition  of  eligibility  for  those  programs. 

Catastrophic  coverage 

Catastrophic  crop  insurance  protection  will  be  fully  subsidized  with  the  exception  of  a  minor 
processing  fee  to  be  paid  by  the  farmer  (proposed  to  be  $50  per  crop  per  county,  not  to  exceed 
$100  per  farmer  per  county).  This  will  compensate  the  farmer  for  yield  losses  exceeding  50 
percent  of  a  yield  and  at  a  price  equal  to  60  percent  of  a  maximum  price  established  by  FCIC. 
The  level  of  protection  is  consistent  with  the  disaster  programs  passed  in  recent  years.  Farmers 
participating  in  Federal  price  and  income  support  or  farm  loan  programs  will  be  required  to 
obtain  catastrophic  coverage  on  all  crops  of  economic  significance  to  the  farm  operation,  a  level 
that  is  defined  as  contributing  to  at  least  10  percent  of  the  farm  income  from  crops. 
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Buy  Up  Coverage 

Additional  protection  at  higher  levels  of  coverage  will  be  offered  through  commercial  insurance 
companies.  For  these  coverage  levels,  the  delivery  expenses  will  be  fully  subsidized  by  the 
Federal  government.  The  premium  costs  for  higher  coverage  levels  will  be  subsidized  with  an 
amount  of  premium  equal  to  that  needed  to  purchase  protection  at  50  percent  loss  of  yield  and 
at  75  percent  of  the  maximum  price.  For  most  crops,  this  generally  reduces  the  cost  of 
purchasing  the  higher  levels  of  coverage  compared  to  the  present  program.  For  example,  the 
farmer's  paid  cost  of  buying  65  percent  yield  coverage  and  100  percent  of  the  maximum  price 
will  decrease  by  about  17  percent  compared  to  the  cost  paid  under  today's  program. 

Delivery  System  Cost 

Commercial  insurers  will  continue  to  be  compensated  for  delivering  this  protection.  This  amount 
of  compensation  will  be  included  in  the  premium.  Farmers  may  choose  to  obtain  catastrophic 
coverage  either  through  a  private  reinsured  company  or  through  a  USDA  county  office.  Higher 
insurance  coverages  remain  available  only  through  private  insurers  if  they  are  present  in  the 
county. 

Disaster  Assistance 

A  standing  disaster  assistance  program  will  be  available  to  all  farmers  who  cannot  purchase 
Federal  crop  insurance  because  it  is  not  offered  for  the  crop  they  produce.  This  assistance  would 
be  available  whenever  the  yield  of  the  commodity  (or  equivalent  measure  in  the  event  yield  data 
are  not  available)  for  any  year  is  less  than  65  percent  of  the  long-term  average  for  the  area. 
Once  the  area  trigger  is  activated,  farmers  would  be  indemnified  for  individual  losses  exceeding 
50  percent  of  yield  at  a  price  equal  to  60  percent  of  an  established  price. 
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Based  on  the  reform  legislation,  the  FCIC  Fund  for  FY  1995  provides  funding  for  the  premium 
subsidy,  indemnity  payments  for  crop  losses,  and  the  delivery  system  expenses.  This  shift  of 
delivery  expenses  to  the  Fund  is  necessary  because  delivery  expenses  are  calculated  as  a  percent 
of  premium.  The  premium  level  is  projected  to  increase  significantly  under  the  reform  proposal 
as  participation  increases  from  35  percent  to  80  percent  of  insurable  acres.  Because  farmers  who 
participate  in  income  and  price  support  programs,  conversation  programs,  and  farm  loan 
programs  must  buy  at  least  catastrophic  insurance  under  the  reform  proposal,  all  insurance 
activities,  excluding  federal  salaries  and  expenses,  could  be  considered  mandatory  expenses. 

The  FCIC  Fund  includes  a  request  for  $1.1  billion  in  FY  1995.  This  request  includes  $690.1 
million  for  premium  subsidy,  an  increase  of  $470.9  million  over  the  FY  1994  budget  for  this 
account.  This  increase  is  directly  related  to  the  crop  insurance  reform.  A  total  of  $1,373.4 
million  in  premium  sales  is  expected  for  the  1995  crop  year  as  compared  to  $854.2  million  for 
the  1994  crop  year.  This  also  includes  $60.0  million  in  disaster  payments  for  uninsured  crops. 
The  proposal  costs  more  than  the  current  FCIC  program  because  it  offsets  disaster  payments,  but 
saves  $750.0  million  over  5  years. 

FCIC  has  also  included  a  request  for  $330.2  million  for  payment  of  delivery  system  expenses 
incurred  by  commercial  insurance  companies  based  on  a  reimbursement  rate  of  31  percent,  plus 
.7  percent  for  excess  loss  adjustment. 
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The  new  program  will  cost  about  $8. 1  billion  for  fiscal  years  1995-1999.  The  reform  proposal 
would  increase  in  cost  as  participation  in  the  higher  levels  of  coverage  increases  in  future  years, 
which  reflects  the  subsidy  of  delivery  expenses  and  risk  premium.  By  1999  the  cost  of  the 
reform  proposal  would  be  approximately  the  same  as  the  current  programs.  There  would, 
however,  be  a  savings  of  about  $750.0  million  over  the  5  year  period.  The  Administration  will 
be  working  with  the  Congress  to  resolve  certain  technical  problems  relating  to  the  "emergency 
spending  status"  of  disaster  assistance  so  that  costs  of  the  reform  proposal  may  be  properly 
considered  in  lieu  of  current  spending  fur  both  programs.  Further,  the  reform  proposal  includes 
a  provision  to  reduce  the  likelihood  of  an  ad  hoc  disaster  assistance  being  enacted  in  the  future. 

Administrative  and  Operating  Expense  Appropriation 

The  FY  1995  Current  law  Budget  for  the  A&O  Appropriation  is  requesting  a  net  increase  of 
$332.0  thousand  for  Federal  costs  associated  with  support  for  FCIC  personnel  in  management 
operations,  budget,  finance,  information  technology,  research  and  development,  insurance 
services,  and  compliance. 

Because  FCIC  supports  the  Secretary's  streamlining  efforts  and  the  President's  Executive  Order 
to  reduce  overhead  expenses,  we  have  reduced  the  level  of  contractual  services  used  to  support 
the  automated  data  processing  system  ($1.0  million)  and  reduced  expenses  in  the  areas  of  office 
equipment,  procurement  services,  supplies  and  material,  printing  and  reproduction,  and  other 
related  support  costs  ($1.8  million)  from  the  1994  level. 
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While  meeting  these  efforts,  FCIC  must  maintain  a  strong  and  viable  crop  insurance  program. 
FCIC  must  deal  with  uncontrollable  costs  associated  with  supporting  the  program.  A  significant 
level  of  support  is  received  from  other  agencies  through  reimbursable  agreements.  This  support 
is  essential  to  FCIC  for  assessing  cost  of  production,  revenue  insurance,  related  pilot  programs, 
and  to  investigate  other  new  insurance  concepts,  as  well  as  rewriting  crop  insurance  policies  to 
enhance  coverage  to  farmers  and  reduce  program  vulnerabilities.  The  cost  of  these  vital  support 
services  is  increasing  by  approximately  $4.1  million  in  FY  1995. 

Closing  of  Offices 

The  reduction  in  employment  will  occur  with  the  expedient  closing  of  the  Direct  Service  Offices 
and  the  Area  Claim  Offices.  However,  few  savings  will  occur  in  FY  1995  because  of  the  offset 
in  severance  pay  and  relocation  costs.    FCIC  has  budgeted  $2.5  million  for  these  expenses. 

Summary 

In  closing,  I  appreciate  the  opportunity  to  discuss  and  outline  the  many  positive  initiatives  FCIC 
is  implementing  to  improve  the  crop  insurance  program.  Mr.  Chairman,  this  concludes  my 
testimony.  I  will  be  pleased  to  answer  any  questions  that  you  and  the  members  of  the 
Subcommittee  may  have. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Purpose  Statement 

The  purpose  of  the  Federal  Crop  Insurance  Corporation  (FCIC)is  to  promote  the  national 
welfare  by  improving  the  economic  stability  of  agriculture  through  a  secure  system 
of  crop  insurance.  FCIC  is  a  wholly-owned  Government  Corporation  created  February 
16,  1938  (7  U.S.C.  1501).  The  program  was  amended  by  Public  Law  96-365,  dated 
September  26,  1980,  to  provide  for  nationwide  expansion  of  a  comprehensive  crop 
insurance  program. 

The  Federal  Crop  Insurance  Corporation  is  charged  with  providing  an  actuarially  sound, 
cost-sharing  insurance  program  for  agricultural  producers  to  protect  against 
production  losses  due  to  unavoidable  causes.  The  crop  insurance  program  constitutes 
a  joint  effort  between  the  Government  and  the  private  insurance  industry,  including 
reinsured  companies  and  sales  and  service  contractors. 

Major  Activities 

The  Federal  Crop  Insurance  Corporation  comprises  the  following  major  activities: 

(1)  Research  and  Development  is  responsible  for  the  review  and  analysis  of  crop 
insurance  programs  and  the  establishment  and  maintenance  of  rates  and  coverages 
for  crops  in  each  county.  This  activity  also  includes  the  evaluation  of 
current  crop  programs  and  policies  and  the  development  of  strategies  for 
increasing  participation  in  the  crop  insurance  program. 

(2)  Reinsured  Companies  are  private  insurance  companies  reinsured  by  FCIC  that 
market  and  provide  full  service  (including  loss  adjustment  and  claims 
processing)  on  crop  insurance  policies  and  bear  increasing  risk  on  such 
policies. 

(3)  Agency  Sales  and  Service  Contractors  and  Loss  Adjustment  Contractors  are 
private  companies  which  contract  with  FCIC  to  sell  and  service  FCIC  crop 
insurance  policies,  but  do  not  assume  any  risk.  This  activity  also  includes 
contracting  with  independent  claims  adjusters  who  perform  loss  adjustment 
services  for  insureds  holding  FCIC  policies  sold  by  Sales  and  Service 
Contractors.  This  activity  also  includes  all  FCIC  efforts  directed  toward 
development  of  claims  adjustment  procedures  and  quality  control  on  the 
independent  claims  adjusters.  These  contracts  will  be  phased  out  for  the  1995 
crop  year. 

(4)  Insurance  Services  consists  of  the  generation  and  administration  of 
reinsurance  agreements  and  agency  sales  and  service  contracts.  This  activity 
includes  all  phases  of  program  administration,  including  directing  Regional 
Service  Offices  throughout  the  country  which  provide  services  for  all  program 
participants. 

(5)  Program  Management  and  Administrative  Support,  includes  the  Board  of 
Directors,  the  Manager's  Office,  staff  offices  reporting  directly  to  the 
Manager's  Office,  as  well  as  personnel  management,  budget,  finance  and 
accounting,  information  resources  management,  internal  controls,  and  support 
services.  Compliance,  which  provides  oversight  and  quality  control  of 
reinsured  and  FCIC  program  service  operations,  is  also  included  in  this 
activity. 

General  Administration 

The  various  crop  insurance  programs  are  formulated,  implemented,  and  monitored  by  the 
FCIC  headquarters  office  located  in  Washington,  D.C.,  and  its  national  operations 
office  located  in  Kansas  City,  Missouri.  The  program  is  administered  in  the  field 
through  Regional  Service  Offices  and  Compliance  Offices.  Policy  sales  and  servicing 
at  the  local  level  is  performed  primarily  by  private  sector  agents,  operating  for 
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agents  of  reinsured  companies  and  Federal  contractors  (under  Agency  Sales  and  Service 
Contracts).  The  adjustment  of  losses  is  performed  by  reinsured  companies  for  their 
policies  and  by  independent  loss  adjusters  under  contract  with  FCIC  for  policies  sold 
under  Agency  Sales  and  Service  Contracts.  ASCS  provides  sales  and  service  support 
on  a  reimbursable  basis  for  the  Corporation  in  areas  where  agents  are  not  readily 
available. 

The  Agency  Sales  and  Service  Contractors  process  and  electronically  transmit  to  the 
USDA  National  Computer  Center  all  data  from  Federally-insured  policies  except  claims. 
The  FCIC  Kansas  City  office  assists  in  the  processing  of  all  insurance  information 
(except  those  of  the  reinsured  companies),  records  detailed  accounting  and  statistical 
data,  and  prepares  the  required  accounting,  statistical,  and  management  reports  for 
business.  These  contracts  have  been  phased  out  for  FY  1995  and  subsequent  years. 

The  Reinsured  Companies  process  the  insurance  documents,  bill  and  collect  premium, 
and  pay  losses  according  to  stipulations  within  the  insurance  policy  and  the 
reinsurance  agreement  with  FCIC.  The  companies  electronically  transmit  to  the  USDA's 
National  Computer  Center,  at  least  weekly,  all  data  required  under  the  reinsurance 
agreement  in  order  to  receive  their  contracted  reimbursements.  The  FCIC  Actuarial 
and  Comptroller's  Kansas  City  offices  assist  in  the  processing  of  all  insurance  data, 
record  detailed  accounting  and  statistical  data,  and  prepares  the  required  accounting, 
statistical,  and  management  reports  for  business. 

As  of  September  30,  1993,  there  were  823  total  employees  with  707  permanent  full-time 
and  116  other  employees.  Of  the  total  employees,  129  permanent  full-time  and  13  other 
were  located  in  the  Washington,  D.C.,  offices. 
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A  summary  of  changes  in  capital  for  fiscal  year  1993.  and  estimates  for  fiscal  years 
1994  and  1995,  follows: 


F.Y.  1993 
Actual 


F.Y.  1994 
Estimated 


F.Y.  1995 
Estimated 


NET  CAPITAL,  BEGINNING  OF  YEAR...  $498,350,000  $749,942,000  $599,294,000 

Additions  to  Capital: 

Appropriation  (Prem.  Subsidy) 241,189,000  188,722,000  219,107,000 

CCC  Transfer 500,000,000  370,073,000  128,936,000 

Appropriation  (Admin.  Exp.  Reim.).  44.605.000  47,072,000 0_ 

Subtotal 1.284,144,000  1,355,809,000  947,337,000 

Income: 

Producer  Premium: 

Government.... 41,877,000  40,773,000  6,126,000 

Reinsurance 520,055,000  554,411,000  618,021,000 

Total  Income =      561,932,000  595,184,000  624,147,000 

Expenses: 

Government  Indemnities 80,907,000  70,299,000  10,210,000 

Reinsurance  Indemnities 967,415,000  1,118,327,000  1,006,729,000 

Total  Indemnities 1.048.322,000  1.188,626,000  1,016,939,000 

Admin.  Expenses  Paid  by  the  Fund..  47,812,000  50,073,000  64,433,000 

Total  Expenses 1,096,134,000  1,238,699,000  1,081,372,000 

Net  Income  or  Loss(-) (534,202,000)  (643,515,000)  (457,225.000) 

Payment  of  Treasury  Note  0  (113,000.000)  0 

NET  CAPITAL,  END  OF  YEAR $749,942,000  $599,294,000  $490,112,000 

Analysis  of  Capital: 

Capital  Stock $500,000,000  $500,000,000  $500,000,000 

Treasury  Borrowing 113,000,000  0  0 

CCC  Transfers 3,588,000,000  3,958,073,000  4.087,009.000 

Paid  in  surplus 39.978.470  39,978.470  39,978.470 

Appropriation  (premium  subsidy) 1,795,367,000  1,984,089,000  2,203,196,000 

Appropriation  (reimbursement  of 

A&O  expenses) 282,198,619  329,270,619  329,270,619 

Cumulative  Surplus  or  Deficit(-) (5,568,602,089)  (6,212,117,089)  (6,669,342,089) 

NET  CAPITAL,  END  OF  YEAR $749,942,000  $599,294,000  $490,112,000 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Available  Funds  and  Staff- Years 
1993  Actual  and  Estimated  1994  and  1995 


1993  Actual 


Amount 


Staff- 
Years 


1994  Estimated   :  1995  Estimated 


Amount 


Staff- 
Years 


Amount 


Staff- 
Years 


ADMINISTRATIVE  AND 
OPERATING  EXPENSES: 

A&O  Appropriation S309. 740.870 


FCIC  FUND: 

Premium  Subsidy 241,189,000 

Restoration  of  Prior 

Year  A&O  Expenses 

Paid  by  Fund 44.605.000 


TOTAL,  FCIC  FUND 285.794.000 


TOTAL  FCIC 

APPROPRIATION 595,534,870 

CCC  Transfers 500.000.000 

TOTAL,  FCIC 

AVAILABLE  FUNDS SI .095.534.870 


800 


S290.116.000 


188,722,000 


47.072.000 


"5.794.000 


800 


525,910,000 
370.073.000 


825 


S285.862.000 


219,107,000 


219.107.000 


825 


504,969,000 
128.935.000 


825 


825 


800  :  1895.983.000:   825  :]f  633 .904. 000:  825 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Classification  By  Objects 

1993  and  Estimated  1994  and  1995 


ADMINISTRATIVE  AND  OPERATING  EXPENSES:  1993 

Personnel  Compensation: 

Headquarters  a/ $11,533,314 

Field 21.419.011 

11  Total  Personnel  Compensation...  32,952,325 

12  Personnel  Benefits 7,755,840 

13  Benefits  for  Former  Personnel..  77.087 

Total  Personnel  Compensation 

and  Benefits 40,785,252 

Other  Object  Classes: 

21  Travel 2,022,152 

22  Transportation  of  Things 339,915 

23  Communications,  Utilities, 

and  Other  Rent 2,616,914 

24  Printing  and  Reproduction 213,795 

25  Other  Services 10,316,467 

25  Other  Contracts  b/ 17,798,832 

25  Extension  Services 250,000 

25  ASCS  Agreement 6,206,000 

25  Reinsurance  Admin  Expenses 217,518,226 

25  Sales  &  Service  Contract  Exp...  2,700,000 

26  Supplies  and  Materials 2,369,450 

31  Equipment 6.603.867 

Total,  Other  Object  Classes 268.955.618 

TOTAL,  DIRECT  A&O  OBLIGATIONS 


1994 


$11,760,893 

21.841.657 

33,602,550 

9,728,206 

71.919 


1995 


43,402,675 

1,933,182 
225,937 

1,295,594 
580,834 

5,161,829 

12,656,948 

250,000 

5,862,000 
216,123,000 

1,529,000 
695,070 
399.931 


$12,120,075 

22.607.935 

34,728,010 

8,479,890 

71.546 


43,279,446 

2,852,418 
225,000 

1,300,000 

581,000 

4,468,227 

12,294,909 

250,000 

6,450,000 

213,066,000 

0 

695,000 

400.000 


FCIC  FUND: 

25  A&O  Expenses  Paid  from  Fund 47,812,000  50,073,000  0 

42  Indemnities: 

Government 80,907,000  70,299,000  10,210,000 

Reinsurance 994.366.000  1.118.327.000  1.006.729.000 

Total  Indemnities 1.075.273.000  1.188.626.000  1.016.939.000 

TOTAL  DIRECT  OBLIGATIONS,  FCIC  FUND  .$1.123.085.000  $1.238.699.000  $1.016.939.000 

TOTAL  DIRECT  OBLIGATIONS,  FCIC $1.432.825.870  $1.528.815.000  $1.302.801.000 

Position  Data: 

Average  Salary,  SES  positions  $95,300  $99,331  $102,510 

Average  Salary,  GS/GM  positions  $40,782  $40,298  $  41,200 

Average  Grade,  GS/GM  positions        10.7  10.6  10.8 

a/  Headquarters  includes  all  Washington,  D.C.  employees,  and  Kansas  City,  MO 
employees  in  Support  Services,  Personnel,  Finance  and  IRMD  branches. 

b/  Includes  ADP;  Internal  Management  Studies;  Statistical  Data-NASS;  Advertising; 
National  Finance  Center;  National  Computer  Center;  and  Soil  Conservation 
Service  Agreement;  OIG  Agreement;  and  FTS-2000. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new  language 
underscored;  deleted  matter  enclosed  in  brackets): 

Administrative  and  Operating  Expenses: 

For  administrative  and  operating  expenses,  as  authorized  by  the  Federal  Crop 
Insurance  Act,  as  amended  (7  U.S.C.  1516) , [$290, 116,000]  $285,862.000: 
Provided,  that  not  to  exceed  $700  shall  be  available  for  official  reception 

1/  and  representation  expenses,  as  authorized  by  7  U.S.C.  1506(i):  Provided 
further.  That  beginning  in  fiscal  year  1996  and  thereafter,  funds  to 
reimburse  private  insurers  for  operating  and  administrative  costs  shall  be 
paid  by  the  Federal  Crop  Insurance  Corporation  Fund:  Provided  further,  That 
none  of  the  funds  in  this  Act  may  be  used  to  offer  a  Federal  crop  insurance 
policy  in  counties  on  crops  where  a  loss  ratio,  that  has  already  been 
recalculated  pursuant  to  law  to  reflect  the  premium  rates  issued  by  the 
Corporation  for  the  [1993]  1994  crop  year,  is  in  excess  of  1.10  more  than  70 
percent  of  the  years  that  a  policy  has  been  offered  since  1980:  Provided 
further,  That  none  of  the  funds  in  this  Act  may  be  used  to  pay  operating  and 
administrative  costs  that  exceed  31  per  centum  of  premium  to  insurers  of 
policies  on  which  the  Corporation  provides  reinsurance,  except  to  reimburse 
said  insurers  for  excess  loss  adjustment  expenses  as  provided  for  in  the 
Standard  Reinsurance  Agreement  issued  by  the  Corporation:  Provided  further, 

2/  That  the  [second]  third  proviso  shall  not  apply  in  any  county  affected  if  the 
Corporation  has  implemented  a  nonstandard  classification  system  in  such 
county  for  those  individual  farms  that  have  experienced  excessive  losses 
since  1980  under  which  the  premium  rates,  notwithstanding  the  provision  of 
section  508(d)  of  the  Federal  Crop  Insurance  Act,  are  increased  over 
comparable  rates  effective  for  the  [1993]  1994  crop,  or  the  insured  yields 
are  decreased  from  comparable  yields  for  the  [1993]  1994  crop,  or  a 
combination  of  both,  by  an  amount  or  amounts  sufficient  to  ensure  that  an 
estimated  loss  ratio  will  not  exceed  1.1  for  the  crop  produced  on  such  farms 
during  the  [1994]  1995  crop  year. 

The  first  change  allows  FCIC  to  pay  reinsured  company  delivery  expenses  directly  from 
the  FCIC  Fund,  beginning  in  fiscal  year  1996. 

The  second  change  allows  FCIC  to  correct  last  years  language  because  of  the  insertion 
of  new  provision. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Administrative  and  Operating  Expenses-Current  Law 

Appropriations  Act,  1994 $290,116,000 

Budget  Request,  1995 285.862,000 

Decrease  in  Appropriation -4.254.000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(on  basis  of  appropriation) 

1994  Other 

ITEM  OF  CHANGE:  Estimated      Pav  Cost     Changes 

1.  Research  and  Development  $10,674,000    +$80,669    +$554,331 

2.  Reinsured  Companies 216,123,000  0   -3,057,000 

3.  Agency  Sales  &  Service 

Contracts  and  Loss 

Adjustment 1,529,000  0   -1,529,000 

4.  Insurance  Services 38,265,000    +196,810   -2,273,810 

5.  Program  Management  and 

Administrative  Supp...   23.525.000    +194.521   +1.579.479 

a/ 

Total  Appropriation 290.116.000     +472.000   -4.726.000 


1995 
Estimated 

$11,309,000 
213,066,000 


36,188,000 

25.299.000 

285.862.000 


a/  Does  not  include  $47,071,666  of  administrative  and  operating  expenses  paid  out 
of  the  FCIC  Fund. 

£>/  Does  not  include  $64,433,000  of  delivery  expenses  paid  from  the  FCIC  Fund. 


81 


PROJECT  STATEMENT 

Administrative  and  Operating  Expenses-  Current  Law 

(on  basis  of  appropriation) 


1993  Actual 

1994  (Est 

•) 

: Increase(+) : 

1995  (Est. 

) 

Amount 

:  SY 

Amount 

SY 

Decrease(-): 

Amount   :  SY  : 

1. Research  and 

Development. 

:  $8,434,155 

103 

$10,674,000 

141 

+$635,000 

$11,309,000 

141: 

2. Reinsured 

Companies... . 

:  217,511,226 

0 

216,123,000 

0 

-3,057,000 

213,066,000 

0: 

3. Agency  Sales 

and  Service. 

Contracts  and 

Loss  Adjust. 

2,700,000 

0 

1,529,000 

0 

-1,529,000 

0 

0: 

4. Insurance 

Services 

:  26,398,047 

359 

38,265,000 

344 

-2,077,000 

36,188,000 

331: 

5. Program  Mgmt 

ment  &  Admin 

Support 

54,697,442 

338 

23,525,000 

340 

+1,774,000 

25,299,000 

353: 

Unobligated 

Balance 

LaDsina 

207.130 

-- 

0 

0 

0. 

0: 

Total 

(1)' 

Appropriation 

?0?,?48,9P0 

_59Q 

290.116.000 

.3ft 

-4.254.000 

285.862.000 
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PROJECT  STATEMENT 

Administrative  and  Operating  Expenses-Current  Law 

(on  basis  of  available  funds) 


1993  Actual 


Amount 


SY 


1994  (Est.l 


Amount 


SY 


Increase(+). 
Decrease(-) 


1995  (Est.) 


Amount 


SY 


1. Research  and 
Development 
2. Reinsured 
Companies 
3. Agency  Sales 
and  Service 
Contrac.  and 
Loss  Adjust. 
4. Insurance 

Services.. 

5. Prog.  Manage 

ment  &  Admin 

trative  Supp 

Total 

Available 


$8,434,155 
246,587,412 

21,442,384 
26,398,047 

54.690.442 


103 
0 

0 
359 

338 


$10,674,000 
246,267,400 

21,457,600 
38,265,000 

23.525.000 


141 
0 

0 
344 

340 


+$635,000 
+31,231,600 

-21,457,600 
-2,077,000 

+1.774.000 


$11,309,000 
277,499,000 


36,188,000 


25.299.000 


141 
0 

0 
331 

353 


Paid  from  Fund 


357.552.440 


-47.811.570 


800 


?4Q, 19?,poo 


-50.073.000 


825 


+10-106.000 
-14.360.000 


350-295.000 


■64.433,000 


825: 


Total 
Appropriation 


S309. 740.870*:  800;$290. 1 16.00o':  825~:   -4.254.000;  285.862.000 


825 


Under  the  Secretary's  proposed  Reorganization  plan,  $285,862,000  will  be  part  of  the 
Farm  Service  Agency  Salaries  and  Expenses  account. 
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FEDERAL  CROP  INSURANCE  CORPORATION 
JUSTIFICATION  OF  INCREASES  AND  DECREASES-CURRENT  LAW 
ADMINISTRATIVE  AND  OPERATING  EXPENSES 

(1)   ADHIKISTRATIVE  AND  OPERATING  EXPENSES:  A  net  decrease  of  S4. 254. OOP  for 
administrative  and  operating  expenses;  consisting  of: 

(A)  REINSURED  COMPANIES:  A  decrease  of  S3. 057. 000  for  delivery  expenses. 

Need  for  Change:  The  1994  Appropriation  Act  limits  administrative 
reimbursement  for  delivery  expenses  to  reinsured  companies  at  the  rate 
of  31  percent.  In  1994,  FCIC  will  reimburse  at  31  percent  plus  0.7 
percent  for  loss  adjustment,  the  same  as  in  1993. 

Nature  of  Change:  The  decrease  represents  the  additional  amount  of 
expense  reimbursement  that  must  be  paid  from  the  FCIC  Fund  in  1995  and 
is  not  the  result  of  a  change  in  the  31  percent  expense  limitation. 

(B)  AGENCY  SALES  AND  SERVICE  CONTRACTS  AND  LOSS  ADJUSTMENT:  A  decrease  of 
$1.529.000  for  commissions. 

Need  for  Change:  To  represent  discontinuance  of  business  sold  through 
the  direct  delivery  system,  FCIC  is  reflecting  a  reduction  of  $1,529,000 
for  Agency  Sales  and  Service  Contracts  and  Loss  Adjustments  to  terminate 
this  program  activity. 

Nature  of  Change:  Based  on  prior  year  experience,  the  direct  business 
has  steadily  declined  and  policies  sold  through  reinsured  companies  has 
increased.  The  program  using  Agency  Sales  and  Service  Contractors  began 
phasing  out  in  fiscal  year  1994.  FCIC  is  not  entering  into  agreements 
for  fiscal  year  1995. 

(C)  ADMINISTRATIVE  SUPPORT:  A  net  increase  of  $332.000  which  reflects 
administrative  support  necessary  for  the  maintenance  of  the  FCIC 
insurance  program,  consisting  of  the  following: 

1.  An  increase  of  $472.000  which  reflects  a  oav  raise  of  1.6  percent. 
effective  January  1.  1995.  for  fiscal  year  1995. 

2.  A  decrease  of  $1.814.000  for  administrative  efficiency- 
Need  for  Change:   In  support  of  the  Secretary's  streamlining 
efforts    and   the   President's    Executive   Order   to 
reduce  overhead-type  outlays  from  the  FY  1993  baseline,  budget 
authority  is  reduced  by  $1,814,000. 

Nature  of  Change:  In  order  to  achieve  these  savings,  FCIC  will 
reduce  discretionary  expenses  in  such  areas  as  office  equipment, 
procurement  services,  supplies  and  materials,  printing  and 
reproduction  and  other  support  costs. 

3.  An  increase  of  $2.687.000  to  support  activities  which  provide 
essential  services  for  FCIC. 

Need  for  change:  In  order  to  administer  the  crop  insurance 
program,  an  increase  is  necessary  to  fund  support  services  for:  the 
National  Agreement  with  the  Agricultural  Stabilization  and 
Conservation  Service  ($588,000);  the  National  Computer  Center 
.  ($1,702,000);  the  National  Agricultural  Statistics  Service 
($68,000);  Office  of  Inspector  General  ($8,000);  FTS  2000 
($25,000);  and  an  increase  in  travel  ($296,000). 
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Nature  of  Change:  The  increase  will  enable  FCIC  to  support  high 
priority  crop  insurance  initiatives,  and  to  provide  the  essential 
support  necessary  for  a  viable  insurance  program. 

These  services  enable  FCIC  to  assess  cost  of  production,  revenue 
insurance,  related  pilot  programs,  and  investigate  other  new 
insurance  concepts.  Also  affected  are  initiatives  to  re-write  crop 
insurance  policies  to  enhance  coverages  to  farmers  and  reduce 
program  vulnerabilities. 

4.  A  decrease  of  SI. 013. 000  for  Automated  Data  Processing  (ADP). 

Need  for  Change:  In  support  of  the  Secretary's  streamlining 
efforts  and  the  President's  Executive  Order  to  reduce  overhead 
outlays  from  the  1993  figures,  a  reduction  of  $1,013,000  is 
required  for  ADP  equipment  and  services. 

Nature  of  Change:  The  decrease  in  funding  will  require  the 
reduction  of  various  contractual  services  which  FCIC  uses  to 
support  the  automated  data  processing  system. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

ADMINISTRATIVE  AND  OPERATING  EXPENSES 

SUMMARY  OF  INCREASES  AND  DECREASES  -  PROPOSED  LEGISLATION 

1995 


Current       Program     President's 
law         Changes       Budget 


A&O  EXPENSES: 

Federal  Expenses  72,796,000         72,796,000 

Delivery  Expenses  213.066.000  -213.066.000 0 

Total  285.862.000  -213.066.000     72,796,000 


Federal  Crop  Insurance  Corporation 
Explanation  of  Proposed  Legislation 

Administrative  and  Operating  Expenses:  Under  crop  insurance  reform  legislation, 
delivery  expenses  to  reinsured  companies  will  be  shifted  to  the  FCIC  Fund  where  they 
will  be  scored  as  mandatory  expenses  of  the  crop  insurance  program.  Currently 
delivery  expenses  are  discretionary  costs,  yet  are  based  on  the  level  of  total  premium 
sold  to  producers.  The  crop  insurance  reform  will  increase  delivery  expenses  to 
include  reinsured  delivery  expenses  based  on  the  total  premium  of  $1.3  million, 
including  catastrophic  coverage. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
FEDERAL  CROP  INSURANCE  CORPORATION 
Geographic  Breakdown  of  Obligations  and  Staff  Years-Current  Law 
1993  Actual  and  Estimated  1994  and  1995 


1993  Actual 


1994  Estimated 


1995  Estimated 


Amount 


Staff 
Years 


Apiwm 


Staff 
Years 


Amount 


Staff 


ALABAMA. , 

ARIZONA 

ARKANSAS 

CALIFORNIA 

COLORADO 

CONNECTICUT 

DELAWARE 

DISTRICT  OF  COLUMBIA 

FLORIDA 

GEORGIA, 

HAWAII 

IDAHO 

ILLINOIS 

INDIANA 

IOWA. 

KANSAS 

KENTUCKY 

LOUISIANA 

MAINE 

MARYLAND 

MASSACHUSETTS 

MICHIGAN 

MINNESOTA 

MISSISSIPPI 

MISSOURI 

MONTANA 

NEBRASKA. 

NEW  JERSEY 

NEW  MEXICO 

NEW  YORK 

NORTH  CAROLINA. 

NORTH  DAKOTA. 

NEVADA 

OHIO 

OKLAHOMA 

OREGON 

PENNSYLVANIA 

RHODE  ISLAND 

SOUTH  CAROLINA. 

SOUTH  DAKOTA. 

TENNESSEE 

TEXAS 

UTAH 

VERMONT 

VIRGINIA 

WASHINGTON 

WEST  VIRGINIA. 

WISCONSIN 

WYOMING 


UUWUIUiU 


4.214,413 
1.163.723 
2.312.129 
9.127,168 
2.551.355 
1.246.021 
1.334.224 

47.082.564 

10.705,701 
3,227,080 
572,446 
3.609,985 
5.473,911 
3,720,371 
4,870,371 
5,866,114 
4.987,450 
4,422.598 
1.243.991 
1.690.189 
1.243.991 
2,722.249 

11,155,692 
6,513,911 

84.235.060 
6,735.681 
2.131,087 
1,125,946 
1,378,573 
4,150,705 

10,601,420 
3,774.652 
1.245.896 
5.313.582 
2.031.112 
5.216.498 
3.305,729 
1,244,891 
3,822.474 
1.317.986 
4.048.551 

10.354.482 
1,070.899 
1.045,466 
2,447,360 
5.239,963 
1,196,196 
4,390.697 
1.258.320 


1 

0 

1 

27 

1 

0 

1 

142 

1 

14 

0 

1 

16 

11 

31 

19 

2 

1 

0 

0 

0 

0 

31 

17 

281 

18 

2 

0 

0 

1 

28 

31 

0 

1 

16 

0 

1 

0 

34 

1 

33 

17 

0 

0 

1 

17 

0 

1 

0 


3.451,196 

472,330 

1,832,000 

9,843,512 

881,394 

453.098 

461,211 

48,634,665 

10,443.340 

3.677,820 

261.298 

3.148.050 

5,923.911 

4.018.418 

5.638.035 

6,011,112 

2.670.044 

4.390,937 

655,945 

888,191 

655,949 

1,481,212 

11,424,664 

6.821,966 

84.811,791 

7.035.681 

1.105.486 

731,299 

832,732 

3,888,363 

10,901,420 

4.138.580 

895.896 

3.865.061 

2,359,711 

3,019,725 

2,804,112 

958.364 

3.973.111 

664.116 

5,278.642 

8.916,974 

632,985 

609,363 

1,229,530 

3,925,293 

698,327 

2.051,854 

647.286 


1 

0 

1 

32 

0 

0 

0 

156 

1 

17 

0 

1 

19 

13 

34 

20 

1 

1 

0 

0 

0 

0 

33 

18 

272 

20 

1 

0 

0 

1 

30 

34 

0 

1 

18 

0 

1 

0 

34 

0 

35 

15 

0 

0 

0 

15 

0 

0 

0 


2,799,196 

533,456 
1,385,726 
9,582,947 

981,394 

554.148 

563.261 

53.311,042 

11,943,290 

3,374,131 

362,798 
2.498,455 
5,612,822 
4,055,164 
3,648,262 
5,648,640 
2,769.294 
3.915,015 

764,895 
2,043,141 

785,933 
1,595,609 
10,697,860 
6.410,856 
81.675.616 
6.423.192 
1,156,436 

795.949 

943.482 

3.192.776 

11,058.032 

4,260,907 

950.871 
3.515.061 
2.020.680 
3.259.225 
2.093.612 

998.364 
3.277,960 

733,066 
5,024,509 
7,229,472 

731,935 

711,088 
1.278,480 
5,103.034 

701.277 
2.109.785 

779.856 


0 

0 

0 

31 

0 

0 

0 

165 

0 

17 

0 

0 

17 

13 

33 

19 

0 

0 

0 

0 

0 

0 

28 

18 

277 

15 

0 

0 

0 

0 

33 

37 

0 

0 

18 

0 

0 

0 

36 

0 

35 

14 

0 

0 

0 

19 

0 

0 

0 


TOTAL  ADMINISTRATIVE 
&  OPERATING  EXPENSE 


f  ?9?,7»o,870 1    999 


♦  290.116000 


.825 


$285.862,000 


J25J 
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05099-20-AT 

RE 

05099-55-TE 

RE 

05600-3-TE 

RE 

05099-1 05 -KC 

RE 

OFFICE  OF  INSPECTOR  GENERAL  (0IG1  REPORTS: 

During  Fiscal  Year  1993,  OIG  issued  six  program  audits  and  four  individual  policy 
audits.  The  following  audits  were  reported  in  OIG's  Semi-annual  Report  to 
Congress  for  the  6-month  period  ending  September  30,  1993,  as  not  having  a 
im.r'gement  decision  within  6-months  of  the  report's  issuance: 

Audit  of  Large  Claims  in  Florida. 

Soybean  Losses  in  Three  Arkansas  Counties  for   1988 
and  1989. 

Insurance  Contracts  with  Large  Indemnity 
Payments  Adjusted  by  Crop  Hail  Management. 

1989  Corn  and  Soybean  Contract  for  Vernon 
County,  Missouri,  Crop  Hail  Management. 

The  first  three  audits  are  under  OIG  investigation  and  the  fourth  is  under  ASCS 
appeal . 

The  following  audits  were  reported  in  the  Secretary's  Management  Report  for  the  6- 
month  period,  April  1  through  September  30,  1993,  as  having  incomplete  actions  1 
year  from  the  management  decision  date: 

05002-1-TE  RE:  Administration  of  Claims  and  Appeals. 

05099-9-SF  RE:  1989  Large  Raisin  Claims,  Fresno,  California. 

05099-11-AT  RE:  Reinsurance  Operation  -  Mississippi. 

05099-15-CH  RE:  Hybrid  Seed  Crop  Insurance. 

05099-39-FM      RE:   Cash  Management  Practices  With  Reinsured 

Companies  -  Phase  II. 

05600-1-TE       RE:   1988  Crop  Insurance  Contracts  With  Claims. 


GENERAL  ACCOUNTING  OFFICE  (GAP!  REPORTS: 

During  Fiscal  Year  1993,  the  GAO  issued: 

T-RECD-93-12     RE:   Federal  Program  Has  Been  Unable  to  Meet 

Objectives  of  1980  Act. 

IMTEC-93-20      RE:   Nationwide  Computer  Acquisition  Is  Inappropriate  at 

This  Time. 

RCED-93-98       RE:   Federal  Program  Faces  Insurability  and  Design 

Problems. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

ADMINISTRATIVE  AND  OPERATING  EXPENSES 

STATUS  OF  PROGRAM 


The  Federal  Crop  Insurance  Corporation  (FCIC)  administers  the  crop  insurance  program 
through  established  field  offices,  which  include  Regional  Service  Offices  and 
Compliance  Offices.  Insurance  programs  are  formulated  and  monitored  by  the 
headquarters  offices  in  Washington,  D.C.  and  Kansas  City,  Missouri. 

The  activities  included  under  this  appropriation  are: 

1.  Research  and  Development  -  This  activity  covers  the  underwriting  and  actuarial 
functions  which  develop  corporate  policies,  programs,  regulations,  standards  and 
actuarial  and  underwriting  risk  management  strategies.  New  programs  are  researched 
and  developed,  and  existing  ones  are  reviewed  and  evaluated  for  overall  financial 
performance  expectations  consistent  with  FCIC's  mandate  for  actuarial  soundness.  The 
research  activities  include  development  of  strategies  for  increasing  participation 
in  the  crop  insurance  program. 

2.  Reinsured  Companies  -  Provide  the  insurance  marketing,  servicing,  training,  quality 
control,  statistical  processing  and  reporting,  and  loss  adjustment  functions, 
including  payment  of  claims  for  policies  reinsured  by  FCIC.  The  companies  also  share 
with  FCIC,  limited  exposure  for  losses  plus  an  opportunity  for  underwriting  gain. 

3.  Agency  Sales  and  Service  Contracts  and  Loss  Adjustment  Contracts  -  Under  Agency 
Sales  and  Service  Contracts,  private  insurance  entities  contract  with  FCIC  to  provide 
insurance  sales  and  service  for  policies  issued  by  FCIC.  Loss  adjustment  activities 
associated  with  these  policies  are  contracted  by  FCIC.  These  contracts  have  been 
phased  out  for  1995  and  subsequent  years. 

4.  Insurance  Services  -  This  activity  consists  of  the  development  and  administration 
of  reinsurance  agreements  and  agency  sales  and  service  contracts,  and  developing 
strategies  for  increased  participation  in  the  crop  insurance  program.  It  also 
includes  all  phases  of  program  administration,  including  directing  Regional  Service 
Offices  throughout  the  country  which  provide  services  for  all  program  participants. 

5.  Program  Management  and  Administrative  Support  -  This  activity  includes 
administrative  support  in  finance,  accounting,  budgeting,  management  support  services, 
and  personnel  management  and  Equal  Employment  Opportunity  programs  for  FCIC,  as  well 
as  compliance  and  quality  control  activities  on  program  delivery  operations  (reinsured 
and  FCIC  field  operations). 


Selected  Examples  of  Recent  Progress  -  The  following  are  selected  accomplishments 
under  this  appropriation,  by  activity: 

Group  Risk  Plan 

The  Group  Risk  Plan  was  expanded  for  the  1994  crop  year  and  includes  8  crops  in  27 
states  and  more  than  1,800  county  crop  programs.  In  addition  to  soybeans,  Group  Risk 
Plan  is  available  for  barley,  corn,  cotton,  forage,  grain  sorghum,  peanuts,  and  wheat. 

Actual  Production  History 

FCIC  has  implemented  changes  to  the  Actual  Production  History  (APH)  program  for  crops 
beginning  with  the  1994  crop  year.  FCIC  formed  a  task  force  to  review  the  APH  program 
and  make  recommendations  for  improvement.  This  APH  task  force  included 
representatives  from  reinsured  companies,  agency  sales  and  service  contractors, 
producers,  agents,  representatives  of  grower  groups,  and  FCIC.  The  APH  changes  are 
designed  to  modify  the  yield  determination  methodology  for  establishing  an  individual 
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producer's  insurance  coverage  by  more  accurately  and  quickly  establishing  yields  that 
better  reflect  the  individual's  insurable  risk. 

Policyholder  Tracking  System 

FCIC  began  the  implementation  of  a  policyholder  tracking  system  using  the  Social 
Security  Number  (SSN)  and/or  Employer  Identification  Number  (EIN)  of  program 
participants  for  use  in  identifying  the  participants  as  a  policyholder  within  the 
system  maintained  by  FCIC.  The  policyholder  tracking  system  will  be  implemented 
during  the  FY  1994  beginning  in  January  1994.  The  authority  to  collect  SSN/EIN  was 
published  as  Final  Rule  October  8,  1992  and  can  be  found  at  7  CFR  400.4  in  the  Code 
of  Federal  Regulations.  FCIC  also  intends  to  use  the  SSN  and  EIN  information  for  the 
implementation  of  an  Ineligible  File  Tracking  System  for  the  1995  Fiscal  Year  which 
will  be  independent  of  routine  policyholder  tracking. 

Regional  Service 

Fiscal  Year  1993  marked  the  first  full  year  of  operation  for  the  ten  Regional  Service 
Offices  (RSO).  The  RSO's  successfully  performed  all  routine  underwriting  tasks, 
including  crop  filing  and  selecting  policyholders  for  the  Nonstandard  Classification 
System.  FCIC  completed  the  task  of  assessing  over  2,000  requests  for  county  crop 
program  expansion,  while  moving  to  ensure  prompt  review  of  future  petitions  to  expand 
the  crop  insurance  program. 

Natural  Catastrophes 

FCIC  dealt  with  major  natural  catastrophes  in  a  number  of  places  in  Fiscal  Year  1993, 
including:  wrapping  up  damage  assessments  and  recommending  improvements  for  programs 
affected  by  "Hurricane  Andrew,"  tracking  and  assessing  damage  from  the  "Storm  of  March 
1993;"  and  following  the  effects  of,  and  supplying  loss  information  and  estimates  for, 
the  Southeast  drought. 

The  most  significant  weather  event  of  1993  was  the  Midwest  flooding,  and  four  RSO's, 
with  responsibility  for  the  nine  state  disaster  area,  continually  provided  current 
information  and  assessments  beginning  in  early  July  1993.  The  information  and  damage 
estimates  provided  FCIC  Management  relevant  crop  data  necessary  to  make  major  program 
decisions  within  short  time  frames. 

Processing  Claims 

FCIC  developed  and  issued  clarifications  for  position  on  administering  program 
benefits  relative  to  prevented  planting  of  cotton,  corn,  grain  sorghum,  and  soybean 
acreage  due  to  the  excessive  rains  of  1993.  FCIC  responded  to  the  floods  in  the 
Midwest  and  the  drought  in  the  Southeast  by  providing  quick  responses  for  assessing 
crop  damage,  program  impact,  and  providing  on-site  assistance  to  companies 
administering  the  crop  insurance  program  in  these  areas.  Both  direct  business  and  the 
reinsured  companies  were  monitored  to  assure  timely  and  uniform  loss  adjustment  of 
crop  losses  and  ensure  that  an  adequate  workforce  was  in  place  to  handle  claims. 
Weekly  data  has  been  compiled  showing  the  number  of  affected  units  and  claims  payments 
for  the  flood  and  drought  affected  areas  which  is  incorporated  into  a  report  provided 
to  USDA  management. 

Delivery  Systems 

FCIC  expanded  its  analysis  of  reinsured  companies  to  include  multiple  peril  crop 
insurance  delivery  costs  and  company  financial  condition.  Procedures  were  developed 
for  reporting  administrative  expense  by  reinsured  companies  which  defines  the 
allocation  of,  and  the  reporting  of,  expenses  on  the  company's  annual  statement.  FCIC 
proposed  revisions  to  the  method  by  which  a  company's  financial  condition  is  assessed 
prior  to  receiving  approval  to  participate  in  the  crop  insurance  program.  The 
proposed  revisions  increase  the  amount  of  financial  information  used  to  measure  and 
detect  weaknesses  in  a  company's  financial  structure. 

Promoting  Crop  Insurance 

Increased  participation  continues  to  be  one  of  the  primary  goals  of  FCIC.  To 
accomplish  this  objective,  activities  designed  to  educate  farmers  and  promote 
awareness  of  crop  insurance  as  a  risk  management  tool  were  undertaken  during  1993. 
An  extensive  analysis  was  initiated  of  crop  insurance  participation  rates  for  all 
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crops  in  all  counties. 

Over  one  million  copies  of  the  Guide  to  Crop  Insurance  Protection,  an  informational 
brochure,  were  distributed  by  FCIC,  companies,  agents,  USDA  sister  agencies,  and  as 
magazine  Inserts.  Special  promotional  campaigns  were  designed  for  the  new  Group  Risk 
Plan.  The  spring  radio  campaign  gave  broad  coverage  to  the  concept  of  crop  insurance; 
the  fall  campaign  targeted  areas  with  the  highest  concentration  of  unsold  winter  wheat 
acres.  Widespread  print  advertisement  continued  and  farmers  who  operate  larger,  more 
sophisticated  farms,  were  targeted  through  electronic  bulletin  boards.  Promotional 
videos  were  produced  and  many  national  and  local  industry/trade  shows  were  attended. 
In  addition,  regional  plans  were  developed  to  increase  outreach  to  minorities  and 
protected  groups. 

Field  Underwriting  Policies 

FCIC  developed  new  procedures  and  revised  outdated  procedures  and  methods  of 
determining  crop  yields  and  county  crop  program  expansion.  Various  organizational 
units  of  FCIC  were  involved  to  improve  actuarial  soundness  and  efficiency  of  the  crop 
insurance  program. 

Field  Underwriting  Conference 

A  conference  of  FCIC  Underwriting  was  held  in  March  1993.  The  purpose  was  to 
strengthen  authority  and  corresponding  responsibility  in  the  underwriting  function. 
This  conference,  the  first  such  conference  in  more  than  10  years,  provided  a  forum  for 
discussion  of  ongoing  projects  and  defining  the  FCIC  role.  These  steps  assist  FCIC 
to  improve  actuarial  soundness,  determine  risk  areas  and  groups  and  underwriting 
decisions  for  improved  delivery. 

Disaster  Payments  and  Insurance  Indemnities 

FCIC  developed  comparisons  of  disaster  payments  administered  by  the  Agricultural 
Stabilization  and  Conservation  Service  with  the  crop  insurance  indemnity  payments  by 
FCIC.  This  comparison  resulted  from  the  Midwest  flood  disaster  to  determine  the 
direction  of  risk  management,  efficiency,  and  cost  effectiveness  of  the  two  programs. 

Compliance  Reviews 

In  response  to  General  Accounting  Office  and  Office  of  Inspector  General 
recommendations,  FCIC  Compliance  began  initiatives  to  further  strengthen  and  improve 
program  oversight.  A  review  methodology  taskforce  was  formed  and  the  statistical 
sampling,  review  process  and  reporting  were  revised.  The  new  procedure  examines  the 
entire  operations  of  a  managing  general  agency  by  coordinated  Compliance  Field  Office 
Reviews.  Individual  and  overall  compliance  can  be  determined  and  systemic  problems 
identified.  The  sampling  formulas  have  been  adjusted  to  allow  for  a  determination  of 
error  rates  within  a  95  percent  level  of  confidence.  Three  pilot  audits  have  been 
conducted  successfully  and  the  process  will  be  fully  implemented  for  the  1994  fiscal 
year. 

Enforcement  of  Insurance  Contract  Provisions 

In  coordination  with  the  Office  of  General  Counsel,  FCIC  has  focused  on  fraud 
prevention  through  detection  and  resolution  of  systemic  problems;  and  on  contract 
performance  accountability  through  vigorous  enforcement  of  contract  terms.  These 
policies  have  resulted  in  the  withdrawal  of  reinsurance,  subsidy  and  administrative 
reimbursement  on  policies  not  serviced  in  accord  with  contract  provisions.  These 
efforts  are  also  involved  in  multi -state  FCIC,  OIG  and  FBI  investigations  into  crop 
insurance  fraud,  criminal  prosecution  and  agent  debarment.  FCIC  identified  and  began 
recovery  actions  for  more  than  $9.0  million  in  crop  insurance  overpayments  in  Fiscal 
Year  1993. 

FCIC  Automation 

The  FY  1993  Administrative  and  Operating  Expense  Appropriation  included  $16.0  million 
for  Office  Automation.  Under  the  auspices  of  Info  Share,  near  term  improvements  in 
communication  networks  and  tools  to  administer  the  crop  insurance  program  were 
acquired  with  planned  nation-wide  operational  dates  of  July  1994.  Software  conversion 
and  improvement  efforts  are  in  the  process  to  position  FCIC  to  fully  support  crop 
insurance  reform  initiatives  currently  under  legislative  review. 
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Info  Share  Participation 

FCIC  has  rechanneled  independent  information  systems  development  activities  under  Info 
Share.  Staff  and  FY  1993  resource  contributions  have  focused  on  prototypes  to 
experiment  with  reducing  overhead  costs  of  administering  networks,  systems,  central 
computer  facility  operations  and  information  systems  project  management.  Program 
professionals  have  been  active  in  defining  data  requirements  that  cross  farm  service 
agencies  and  defining  future  improved  interface  with  producers.  This  analytical  work 
is  regarded  as  the  essential  preparatory  activity  for  future  joint  systems 
development. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new  language 
underscored;  deleted  matter  enclosed  in  brackets): 

Federal  Crop  Insurance  Corporation  Fund 

For  payments  as  authorized  by  section  508(b)  of  the  Federal  Crop  Insurance  Act, 
as  amended,  [$235,794,000]  S219. 107.000.  to  remain  available  until  expended 
(7  U.S.C.  2209b)  [;  of  which  $47,072,000  is  to  reimburse  the  Federal  Crop 
Insurance  Corporation  Fund  for  agent's  commission  and  loss  adjustment  obligations 
incurred  during  prior  years,  but  not  previously  reimbursed,  as  authorized  by 
section  516(a)  of  the  Act,  as  amended]. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Federal  Crop  Insurance  Corporation  Fund-Current  Law 

Appropriation  Acts,  1994 $235,794,000 

Budget  Request,  1995  219,107,000 

Decrease  in  Appropriation -16.687.000 

SUMMARY  OF  INCREASES  AND  DECREASES 
(on  basis  of  appropriation) 

1994  Other  1995 

ITEM  OF  CHANGE             Estimated  Changes  Estimated 

Premium  Subsidy $188,722,000  +$30,385,000  $219,107,000 

Reimbursement  of  A&O 

Exp.  Paid  by  Fund 47.072.000  -47.072.000      0 

Total  Available 235.794.000       -16.687.000      219.107.000 


PROJECT  STATEMENT 
(on  basis  of  appropriation) 

1993          1994     : 
Actual       Estimated 

Increase 
Decrease(-) 

1995 
Estimated  : 

ITEM  OF  CHANGE: 
Premium  Subsidy 
Reimbursement  of 

Admin.  &  Oper. 

Exp.  Pd.  by  Fund 

$241,189,000  :  $188,722,000  : 
44.605.000  :   47.072.000  : 

(1)  : 
+$30,385,000 

(2) 
-47.072.000 

$219,107,000: 
0: 

Total  Appropriation 

285.794.000   :   235.794.000   : 

-16.687.000 

219.107.000: 
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FEDERAL  CROP  INSURANCE  CORPORATION 

PROJECT  STATEMENT 

Federal  Crop  Insurance  Corporation  Fund-Current  Law 

(on  basis  of  available  funds) 


1993 

1994 

1995     : 

Actual 

Estimated 

Chanqe 

Estimated  : 

Expenses: 

Indemnities: 

$80,907,000 

$70,299,000 

-$60,089,000 

$10,210,000: 

967,415,000 

1.118.327.000 

-111.598.000 

1.006.729.000: 

Total  Indemnities 

1,048,322,000 

1,188,626,000 

-171,687,000 

1,016,939,000: 

Admin.  Expenses 

Paid  from  Fund. . . 

47.812.000 

50,073,000 

+14.360.000 

-157.327.000 

64.433.000: 

Total  Expenses.... 

1.096.134.000 

1.238.699.000 

1.081.372.000: 

Funds  Available: 

Producer  Prem 

-561,932,000 

-595,184,000 

-28,964,000 

-624,148,000: 

Unobligated  Bal 

Start  of  Year.. . 

-498,350,000 

-749,942,000 

+150,648,000 

-599,294,000: 

CCC  Transfers 

-500,000,000 

-370,073,000 

+241,138,000 

-128,935,000: 

Repayment  of 

Treasury  Loan. . . 

0 

113,000,000 

-113,000,000 

0: 

Unobligated  Bal 

End  of  Year 

749.942.000 

599.294.000 

-109.182.000 

490.112.000: 

Total 

285.794.000 

235.794.000 

-16.687.000 

219.107.000: 

Under  the  Secretary's  proposed  Reorganization  plan,  the  Fund  will  be  part  of  the  Farm 
Service  Agency. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

JUSTIFICATION  OF  INCREASES  AND  DECREASES-CURRENT  LAW 

FEDERAL  CROP  INSURANCE  CORPORATION  FUND 


(1)  PREMIUM  SUBSIDY:  An  increase  of  S30.385.000  for  Premium  Subsidy: 

Need  for  Change:  The  Federal  Crop  Insurance  Act,  as  amended,  authorizes  the 
Corporation  to  subsidize  producers  for  as  much  as  30  percent  of  the  premium. 

Nature  of  Change:  The  premium  subsidy  is  estimated  at  twenty-five  percent  (25%) 
of  the  total  premium  or  thirty-three  percent  (33%)  of  producer  premium.  The 
premium  subsidy  of  $219,107,000  is  based  on  twenty-five  percent  (25%)  of 
$876,427,000  total  premium. 

(2)  DELIVERY  EXPENSES  PAID  BY  THE  FCIC  FUND  FOR  PRIOR  YEARS:  A  decrease  of 
$47.072.000  for  Delivery  Expenses  Paid  From  FCIC  Fund  for  Administrative  costs. 

Need  for  Change:  In  1995,  the  FCIC  Fund  will  not  request  reimbursement  for 
administrative  expenses  paid  from  the  Fund  in  1994. 

Nature  of  Change:  No  reimbursement  will  be  requested  for  administrative  costs 
paid  from  the  Fund  in  1994. 
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FEDERAL  CROP  INSURANCE  CORPORATION 
FEDERAL  CROP  INSURANCE  CORPORATION  FUND 

SUMMARY  OF  INCREASES  AND  DECREASES  -  PROPOSED  LEGISLATION 

1995 
Current       Program       President's 
ITEM  OF  CHANGE:  Law         Changes         Budget 

Premium  Subsidy $219,107,000  +470,987,000  690,094,000 

Delivery  Expenses 

Appropriated  to  Fund...                  0  +330,188,000  330,188,000 

Disaster  Payments 0_  +60,000.000  60.000.000 

Total  Appropriation 719.107.000     861.175.000    1.080.282.000 

Federal  Crop  Insurance  Corporation 
Explanation  of  Proposed  Crop  Reform  Legislation 

Crop  insurance  reform  will  restructure  the  present  premium  subsidy  and  use  it  to 
provide  catastrophic  insurance  protection  for  farmers.  Under  the  reform  package,  the 
reform  proposal  will  build  on  the  objective  of  achieving  actuarial  soundness  as 
required  by  the  Omnibus  Budget  Reconciliation  Act  of  1993.  For  example,  individual 
yield  guarantees  will  be  based  on  actual  production  history.  This  catastrophic 
insurance  protection  will  compensate  farmers  for  losses  exceeding  50  percent  of 
individual  yield.  The  amount  of  compensation  for  loss  of  production  is  proposed  to 
be  60  percent  of  the  anticipated  market  price.  Farmers  will  pay  a  nominal  service 
fee  of  $50  per  crop  per  county,  not  to  exceed  $100  per  farmer  for  catastrophic 
insurance  protection.  Loss  adjustment  expenses  would  be  paid  by  FCIC. 

Farmers  will  continue  to  have  the  option  to  buy  higher  levels  of  coverage.  This 
coverage  would  be  subsidized  at  a  level  equivalent  to  the  premium  required  for  50 
percent  loss  of  yield  and  75  percent  of  the  anticipated  market  price.  This  level  of 
subsidy  would  reduce  farmers'  costs  for  65  percent  coverage  by  around  15  percent,  and 
by  about  7  to  8  percent  for  the  75  percent  coverage  as  compared  to  present  premium 
subsidies. 

Administrative  expense  reimbursement  plus  excess  loss  adjustment  expense  is  included 
in  the  premium  rates  for  coverage  levels  exceeding  the  catastrophic  insurance 
protection.  Under  current  legislation,  funds  for  delivery  expenses  are  included  in 
the  Administrative  and  Operating  Expenses  Appropriation  along  with  discretionary 
administrative  support  funds.  Farmers  who  participate  in  USDA  price  and  income 
support  programs  or  farm  loan  programs  will  be  required  to  purchase  catastrophic  crop 
insurance.  The  proposed  legislation  would  shift  administrative  and  operating  expenses 
of  private  insurers  to  the  mandatory  funds. 

This  reform  proposal  is  expected  to  increase  total  participation  from  35  to  80  percent 
of  eligible  acres  in  FY  1995.  It  is  anticipated  that  43  percent  of  these  areas  will 
enroll  in  catastrophic  insurance  protection  only.  Participation  in  higher  coverage 
levels  is  expected  to  increase  by  10  to  15  percent  over  FY  1994,  to  37  to  38  percent 
of  eligible  acres. 

The  proposal  will  include  a  provision  to  make  disaster  payment  assistance  available 
where  crop  insurance  is  not  offered;  however,  such  assistance  will  be  limited  to  areas 
where  production  falls  below  65  percent  of  normal  production.  The  proposal  will  also 
include  a  provision  to  make  it  more  difficult  for  ad  hoc  disaster  assistance  to  be 
enacted. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Estimated  1994  and  1995 
PROJECT  STATEMENT- PROPOSED  REORGANIZATION 


Administrative  and  Operating 
Expenses: 

To  the  Farm  Service  Agency: 

Federal  Expenses 

Del i  very  Expenses 

To  the  National  Appeals  Staff 
Executive  Operations 

Total  to  FSA 


1994  Est 

mated 

1995  Esti 

mated 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

$73,399,227 
216,123,000 

814 

$72,192,727 
213,066,000 

814 

593,773 

11 

603,273 

11 

290.116.000 

825 

285,862,000 

825 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

FEDERAL  CROP  INSURANCE  CORPORATION 
Geographic  Breakdown  of  Obligations  and  Staff  Years 
1993  Actual  and  Estimated  1994  and  1995 


1993  Acti 

al 

12?4  Estimflte( 

1995  Estimated 

Amount 

Staff- 

Amount 

Staff- 

Staff- 
Years 

Federal  Crop  Insurance  Fund: 
Indemnities: 

♦  967,415.000 
80,907.000 

0 
0 

♦  1. 118.327,000 
70.299.000 

0 
0 

$1,006,729,000 
10.210.000 

0 
0 

1.048.322.000 
47.812.000 

0 
0 

1.188.626.000 
50.073.000 

0 
0 

1.016.939.000 
64.433.000 

0 

0 

TOTAL,  fCIC  F^p 

41,096.134,000 

0 

♦  1.238.699.000 

2. 

"081 .372.000 

q. 

Note:  Due  to  the  inability  to  predict  the  location  of  sales  and  losses,  it  is  impractical  to  estimate  the 
State  cost  distribution. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

FEDERAL  CROP  INSURANCE  CORPORATION  FUND 

STATUS  OF  PROGRAM 

The  Federal  Crop  Insurance  Corporation  (FCIC)  is  a  wholly-owned  government 
Corporation  which  provides  multi-peril  crop  insurance  protection  against  losses 
because  of  unavoidable  causes  of  and/or  uncontrollable  events.  From  1948  through 
1981,  the  program  operated  in  selected  counties  on  a  limited  basis.  The  crop 
insurance  program  was  expanded  nationwide,  effective  with  crop  year  1983,  to  nearly 
all  counties  with  acreage  devoted  to  the  six  ASCS  disaster  crops  of  wheat,  corn, 
barley,  grain  sorghum,  cotton  and  rice.  FCIC  currently  insures  51  crops.  There  are 
3,026  counties  in  which  crop  insurance  is  offered. 

The  1980  Farm  Bill  mandated  that  private  insurance  companies  begin  to  sell  crop 
insurance,  in  an  effort  to  cut  the  costs  of  delivering  the  program  to  the  farmers. 
That  delivery  system  was  subsequently  implemented.  A  general  Standard  Reinsurance 
Agreement  (SRA)  was  drawn  up,  beginning  with  the  1981  crop  year,  which  set  forth  the 
conditions  and  requirements  for  these  companies. 

The  1990  Farm  Bill  mandated  that  FCIC  require  private  insurance  companies 
participating  in  the  reinsurance  program  to  assume  more  of  the  risks  associated  with 
the  delivery  of  the  multiple  peril  crop  insurance  program.  In  response,  the  SRA  for 
reinsurance  year  1992  was  revised  to  improve  the  delivery  program.  FCIC  has 
fostered  significant  risk  sharing  by  companies  with  annual  revisions  to  the 
agreement.  FCIC  continues  to  review  the  agreement  and  seek  ways  to  strengthen  the 
program. 

FCIC  actively  seeks  changes  that  will  strengthen  the  program,  such  as  the  Group  Risk 
plan  and  changes  to  the  Actual  Production  History  program,  the  Nonstandard 
Classification  System,  and  revision  of  the  crop  provisions  into  a  new  Common  Crop 
Insurance  Policy.  The  goal  of  the  Corporation  is  to  have  an  actuarially  sound 
program,  while  offering  a  viable  risk  management  tool  to  the  nation's  crop 
producers. 

The  Corporation  is  continually  initiating  changes  to  encourage  farmers  and  producers 
to  increase  participation  in  the  crop  insurance  program. 

Current  Activities:  In  1993  the  excess  moisture  and  flooding  in  the  Midwest 
states  and  the  drought  in  the  Southeastern  part  of  the  United  States,  had  a 
catastrophic  impact  on  the  production  of  crops  across  a  large  part  of  the  nation. 
FCIC,  along  with  many  government  agencies,  was  inundated  with  damage  and  loss 
notices  and  settled  many  claims  to  give  the  producers  working  capital  for  the  1993 
crop  year  as  well  as  for  cleanup  and  seeding  for  the  1994  crop  year.  FCIC  worked 
to  ensure  that  producers  involved  in  the  Midwest  flooding  were  not  prevented  from 
realizing  program  benefits  because  of  agency  regulations.  FCIC  expedited  payment 
of  claims  based  on  actual  extent  of  damage  caused  by  the  extensive  flooding. 

Selected  Examples  of  Recent  Progress:  Recent  accomplishments  under  this 
appropriation  are  cited  as  follows:  The  1994  Agriculture  Appropriations  Bill 
contained  an  amendment  requiring  the  FCIC  to  identify  county  crop  programs  that  have 
experienced  frequent  adverse  loss  experience.  The  Bill  specifies  that  persons  who 
have  poor  insurance  experience  in  counties  that  have  a  loss  ratio  greater  than  1.10 
more  than  70  percent  of  the  time  the  crop  program  has  been  offered  since  1980,  will 
be  subject  to  increased  premiums  and/or  decreased  coverage  established  under  the 
Nonstandard  Classification  System  (NCS)  if  FCIC  continues  to  provide  insurance 
coverage  in  the  county.  FCIC  implemented  the  provisions  of  this  law  by  establishing 
an  NCS  program  in  all  affected  counties  for  the  1994  crop  year. 

Crop  provisions  for  28  crop  insurance  programs  are  being  revised  to  bring  them  under 
the  basic  provisions  of  the  published  Common  Crop  Insurance  Policy.  Substantial 
efforts  are  being  taken  to  address  program  vulnerabilities  by  more  precisely 
defining  the  insurance  offer,  coverage  restrictions  and  requirements,  the 
responsibilities  of  the  individual  policyholder,  and  FCIC's  responsibilities.  These 
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revised  documents  will  standardize  terms  and  conditions  for  these  crops  in  crop  year 
1995  by  eliminating  inconsistencies  that  may  exist. 

FCIC  continued  implementing  provisions  of  Section  508(b)  of  the  Federal  Crop 
Insurance  Act,  as  amended,  by  developing  "standards  for  submission"  for  policies 
which  are  designed  to  enhance  the  protection  offered  by  FCIC's  standard  multiple 
peril  crop  insurance  policy.  FCIC  will  be  soliciting  outside  assistance  in  the 
development  of  standards  for  reviewing  such  policies.  FCIC  expects  at  least  five 
such  policies  to  be  available  for  crop  year  1994. 

The  status  of  the  crop  Insurance  program  is  presented  for  both  direct  sales 
(government  operations)  and  for  sales  through  reinsured  companies  (reinsurance 
operations)  for  1992.  The  combined  sales  premium  for  crop  year  1992  totaled  $760.0 
million  with  Indemnities  of  $921.4  million  for  a  combined  loss  ratio  of  1.21. 

The  following  tables  summarize  combined  Insurance  operations:  (1)  Status  of  Program 
1992  and  cumulative;  (2)  crop  year  1992  experience  by  crop;  (3)  crop  year  1992 
experience  by  state;  (4)  cumulative  Insurance  experience  for  1948-92  by  crop;  (5) 
and  the  number  of  counties  in  which  crop  insurance  is  offered  for  1948-1994. 
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GOVT  AND  REINS. 


Crop 

Almond 

Apple 

Barley 

Bean 

Cherry 

Citrus 

Citrus  Tree 

Combined  Crop 

Com 

Cotton 

Cotton,  ELS 

Cranberry 

Rg 

Rax 

Forage  Production.... 

Forage  Seeding 

Grain  Sorghum 

Grape 

Grape.  Table 

Hybrid  Seed, Com 

Macadamia  Nut 

Macadamia  Tree 

Nursery  Stock 

Oat 

Onion 

Pea 

Peach 

Peanut 

Pear 

Pepper 

Plum 

Popcorn 

Potato , 

Prev.  Plant.  Endors... 
Prevented  Planting... 

Prune 

Raisin , 

Rice 

Rye 

Saff  lower 

Sorghum.  Hyb.Seed. 

Soybean 

Stanefrurt 

Sugar  Beet 

Sugarcane 

Sunflower 

Sweet  Com 

Sweet  Com,  FM 

Tobacco 

Tomato 

Tomato,  FM 

Tung  Nut 

Walnut 

Wheat 

Puerto  Rico  Reins 


OPERATIONS 

■  SUMMARY  OF  1992  CROP  YEAR  EXPERIENCE  BY  CROP 

(DOLLARS  IN  THOUSANDS) 

Policies 

Prem  Comp. 

Earning 

Amount  of 

with 

Loss 

Premium 

Protection 

Premium 
8,442 

Indemnities 

kidem.  a/ 

Ratio 

1,719 

126.660 

3,850 

4,592 

0.46 

1,190 

61.067 

8.034 

11.191 

(3.157) 

1.39 

26.964 

169,664 

17/487 

18.391 

(904) 

1.05 

6.977 

122.341 

13.501 

15.844 

(2.343) 

1.17 

0 

0 

0 

0 

0 

0.00 

706 

89,144 

3,096 

567 

2,529 

0.18 

570 

21.664 

1.198 

0 

1.198 

0.00 

0 

0 

0 

0 

0 

0.00 

188.770 

3,611.251 

196.203 

158.683 

37,520 

0.81 

28.136 

736.007 

90.655 

288.560 

(197.905) 

3.18 

137 

13.894 

1.218 

3.761 

(2.543) 

3.09 

134 

30.226 

1.113 

4,225 

(3.112) 

3.80 

43 

4.197 

411 

43 

368 

0.10 

1,221 

2,384 

303 

133 

170 

0.44 

1.926 

13.945 

1,129 

4.410 

(3.281) 

3.91 

933 

1,960 

164 

456 

(292) 

2.78 

35.609 

266,481 

24,980 

21.084 

3.896 

0.84 

795 

60,180 

4,497 

3.020 

1.477 

0.67 

72 

10.297 

720 

221 

499 

0.31 

5.245 

126.013 

11,010 

3.046 

7.964 

0.28 

3 

1,260 

14 

0 

14 

0.00 

9 

16,758 

219 

0 

219 

0.00 

62 

19.263 

627 

8.244 

(7.717) 

15.64 

18.145 

26.802 

3,683 

2.011 

1.672 

0.55 

90 

3,597 

277 

469 

(192) 

1.69 

2.694 

22,498 

2.089 

1.968 

121 

0.94 

819 

14,243 

2.102 

6.356 

(4.254) 

3.02 

10.799 

605.787 

39,845 

25,050 

14,795 

0.63 

28 

1.146 

87 

13 

74 

0.15 

13 

4,467 

496 

0 

496 

0.00 

69 

3.787 

316 

84 

232 

0.27 

890 

15.357 

1.114 

1.324 

(210) 

1.19 

1.160 

170.889 

12.482 

13.760 

(1,278) 

1.10 

19 

120 

4 

40 

(36) 

10.00 

0 

0 

0 

0 

0 

0.00 

263 

22.856 

1.769 

2.183 

(414) 

1.23 

1.676 

104.498 

10.026 

68 

9.958 

0.01 

2.978 

124.637 

5.035 

11.300 

(6.265) 

2.24 

141 

219 

28 

24 

4 

0.86 

387 

2,456 

361 

1.341 

(980) 

3.71 

25 

1,554 

347 

1.322 

(975) 

3.81 

143.780 

1.732,845 

93.733 

56.762 

36.971 

0.61 

110 

7.396 

540 

232 

308 

0.43 

4.246 

268.488 

12.137 

5,661 

6,476 

0.47 

114 

15.524 

1.131 

391 

740 

0.35 

6.699 

58.222 

5.823 

10.398 

(4.575) 

1.79 

2.003 

23.110 

1.290 

1.368 

(78) 

1.06 

42 

9.541 

738 

0 

738 

0.00 

26.097 

753.354 

25.299 

29.556 

(4.257) 

1.17 

425 

61.749 

3.714 

1.575 

2.139 

0.42 

82 

23.178 

2.819 

582 

2.237 

0.21 

0 

0 

0 

0 

0 

0.00 

99 

5,133 

274 

635 

(361) 

2.32 

138.006 

1.741,253 

146.150 

201.153 

(55,003) 

1.38 

2.048 

41,825 

1,393 

19 

1.374 

0.01 

-£65.167,. 

•11.371.187 

__*760,023 

S921.374 

(161,351) 

1.21 

Grand  Total 

a/  Excess  of  indemnities  over  premium  indicated  by  parenthesis  (  ) 
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GOV'T  AND  REINS.  OPERATIONS  -  SUMMARY  OF  1992  CROP  YEAR  EXPERIENCE  BY  STATE 

(DOLLARS  IN  THOUSANDS) 


State 


Policies 

Prem  Comp. 

Earning 

Amount  of 

with 

Premium 

Protection 

Premium 

Indemnities 

Indem.  a/ 

$3,806 

$176,800 

$13,770 

$8,019 

5.751 

0 

0 

0 

0 

0 

173 

24.849 

1,510 

5.861 

(4,351) 

4,646 

104,759 

10.520 

21,013 

(10.493) 

5.810 

483.428 

32.661 

11,022 

21.639 

6.075 

107,727 

9.404 

12,328 

(2.924) 

30 

1.202 

84 

23 

61 

283 

5.719 

409 

118 

291 

1,274 

119.437 

9.490 

11,544 

(2.054) 

8,848 

413.817 

30,377 

17,558 

12.819 

12 

18.018 

233 

0 

233 

2,728 

94.216 

7,037 

11,326 

(4.289) 

62.899 

1.038.005 

45.526 

16,553 

28.973 

20,077 

381,986 

19.423 

10,566 

8,857 

95,011 

1,612.154 

69.817 

13.002 

56,815 

66,676 

517.607 

38.489 

61.224 

(22,735) 

10,042 

117.633 

6.598 

2.722 

3.876 

4.066 

120,476 

13.273 

20.507 

(7,234) 

17 

1.564 

129 

32 

97 

722 

16.537 

1.355 

539 

816 

80 

7.661 

331 

1.106 

(775) 

5.678 

101.107 

8.541 

15.896 

(7.355) 

56.058 

1.036.190 

61.089 

48.445 

12.644 

2.425 

68.237 

8,223 

8.196 

27 

17.642 

168.315 

15.959 

7,247 

8,712 

17.436 

283.088 

26.407 

61,544 

(35.137) 

57.179 

791.998 

41,865 

64,498 

(22.633) 

5 

52 

2 

48 

(46) 

0 

0 

0 

0 

0 

94 

1,345 

156 

73 

83 

859 

13.908 

1.904 

2.526 

(622) 

373 

9.696 

688 

1.649 

(961) 

13,498 

510.305 

21.089 

20.048 

1,041 

68.384 

795.536 

70.748 

40.616 

30,132 

14.484 

190.841 

10.104 

6.951 

3.153 

8.569 

128.618 

10.988 

17,807 

16.819) 

1.618 

49.078 

2.276 

7.336 

(5.060) 

1.990 

22.949 

1.738 

2.181 

(443) 

4 

328 

19 

0 

19 

2.733 

115.239 

6.020 

11.662 

(5.642! 

31.261 

326.954 

29.923 

44.090 

(14,167) 

3,743 

39.839 

3.885 

5.503 

(1.618) 

45,187 

848.791 

97,939 

280.537 

(182.598) 

457 

6.144 

871 

1,950 

(1,079) 

21 

1,015 

184 

44 

140 

5.854 

129.809 

6.875 

3.000 

3.875 

5.038 

176,034 

10.980 

16.545 

(5.565) 

297 

3,925 

434 

469 

(35) 

8.426 

116.569 

7.603 

25.311 

(17.708) 

1,531 

29,857 

1.684 

2,120 

(436) 

663.119 

11,329,362 

758.630 

921.355 

(162.7251 

2.048 

41,825 

1.393 

19 

1,374 

$665,167 

$11,371,187 

$760,023 

$921,374 

(161.351) 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon , 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin , 

Wyoming , 

Total 

Puerto  Rico  Rein 

Grand  Total 

a/  Excess  of  indemnities  over  premium  indicated  by  parenthesis  (  ). 
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GOV'T  AND  REINS.  OPERATIONS  -  CUM.  SUMMARY  OF  EXPERIENCE  BY  CROP 

CROP  YEARS  1948-1992 
(DOLLARS  IN  THOUSANDS) 


Premium 

Compared  wit  Loss 

Crop                          Premium            Indemnities           Indemnities  a/  Ratio 

Almond »55,365  S58.968  (3,603)  1.07 

Apple 53.679  94.822  (41,143)  1.77 

Barley 195.006  317.635  (122,629)  1.63 

Bean 108,421  156.171  (47.750)  1.44 

Cherry 150  391  (241)  2.61 

Citrus 76,892  117,208  (40,316)  1.52 

Citrus  Tree 10.779  73.633  (62.854)  6.83 

Combined  Crop 40.450  45.441  (4,991)  1.12 

Corn 1,841,136  1.840,071  1,065  1.00 

Cotton 646.437  1,166.642  (520.205)  1.80 

Cotton.  ELS 4,279  12.329  (8.050)  2.88 

Cranberry 5.567  11.187  (5.620)  2.01 

Rg 1,516  1.629  (113)  1.07 

Flax 23.453  23.252  201  0.99 

Forage  Production 6.879  20,092  (13.213)  2.92 

Forage  Seeding 600  1.787  (1.187)  2.98 

Grain  Sorghum 202.108  320.862  (118.754)  1.59 

Grape 40.214  44.055  (3.841)  1.10 

Grape.  Table 8,312  10,163  (1,851)  1.22 

Hybrid  Seed.Com 73,612  93.687  (20.075)  1.27 

Macadamis  Nut 111  0  111  0.00 

Macadamia  Tree 1.139  0  1.139  0.00 

Nursery  Stock 2.159  10.779  '  (8.620)  4.99 

Oat 47,985  74,479  (26.494)  1.55 

Onion 1,943  4.985  (3.042)  2.57 

Paa 23.030  25.144  (2.114)  1.09 

Peach 25,182  56,423  (31,241)  2.24 

Peanut 299,190  561,149  (261.959)  1.88 

Paar 402  53  349  0.13 

Pepper 5.711  6.736  (1.025)  1.18 

Plum 782  532  250  0.68 

Popcorn 5.982  8.910  (2.928)  1.49 

Potato 67,427  141,702  (74,275)  2.10 

Prev.  Plant.  Endors 25  301  (276)  12.04 

Prevented  Planting 157  894  (7371  5.69 

Prune 6.542  12.425  (5.883)  1.90 

Raisin 131.478  108,287  23.191  0.82 

Rice 32,419  96.368  (63,949)  2.97 

Rye 354  365  (11)  1.03 

Sefflower 4,044  23,400  (19,356)  5.79 

Sorghum.  Hyb.Seed 1.401  4,808  (3.407)  3.43 

Soybean 1.283.603  1.839.101  (555.498)  1.43 

StonefruK 2.427  1.630  797  0.67 

Sugar  Beet 80.780  76.556  4,224  0.95 

Sugercane 13.004  21.380  (8.376)  1.64 

Sunflower 71.835  102,504  (30,669)  1.43 

Sweet  Com 8,706  7.229  1.477  0.83 

Sweet  Com,  FM 3,790  3.701  89  0.98 

Tobacco 415,572  476,942  (61.370)  1.15 

Tomato 41,818  34,001  7,817  0.81 

Tomato.  FM 34.936  44.152  (9,216)  1.26 

Tung  Nut 90  67  23  0.74 

Walnut 1,545  1,801  (256)  1.17 

Wheat 1,680.230  2.398.615  (718,385)  1.43 

Puerto  Rico  Reins 15,355  13.951  1.404  0.91 

Grand  Total l2J^Q93==*=1^l|9^9|_===i||J||i3=|6)====  V37 

a/  Excess  of  indemnities  over  premium  indicated  by  parenthesis  (  ). 
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FEDERAL  CROP  INSURANCE  CORPORATION 

NUMBER  OF  COUNTIES  IN  WHICH  CROP  INSURANCE  IS  OFFERED 

CROP  YEAR  1948-1994 


Croo  Year 

Number  of  Counties 

1948 

324 

1949 

357 

1950 

549 

1951 

730 

1952 

795 

1953 

847 

1954 

803 

1955 

794 

1956 

806 

1957 

816 

1958 

830 

1959 

847 

1960 

869 

1961 

890 

1962 

995 

1963 

1,094 

1964 

1,187 

1965 

1,214 

1966 

1,304 

1967 

1,304 

1968 

1,363 

1969 

1,395 

1970 

1,425 

1971 

1,423 

1972 

1,423 

1973 

1,422 

1974 

1,432 

1975 

1,444 

1976 

1,467 

1977 

1,467 

1978 

1,522 

1979 

1,526 

1980 

1,676 

1981 

1,928 

1982 

2,999 

1983 

3,000 

1984 

3,010 

1985 

3,012 

1986 

3,013 

1987 

3,014 

1988 

3,015 

1989 

3,019 

1990 

3,026 

1991 

3,026 

1992 

3,026 

1993 

3,026 

1994  (estimated) 

3,026 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF    i 

AMOUNT  OF 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

ALMOND 

1981 

4 

152 

8.717 

610 

10 

0.02 

1982 

18 

262 

24.110 

1,758 

1,312 

0.75 

1983 

18 

315 

27,433 

2.028 

6.949 

3.43 

1984 

18 

683 

46,621 

3.448 

20 

0.01 

1985 

18 

658 

47,575 

3.490 

3,637 

1.04 

1986 

18 

586 

37.127 

2.490 

14,145 

5.68 

1987 

18 

972 

73,515 

4,860 

668 

0.14 

1988 

18 

1.187 

95.176 

5,958 

5,637 

0.95 

1989 

18 

1,553 

112.080 

6,566 

8.765 

1.33 

1990 

29 

1,736 

119.495 

7.282 

1,283 

0.18 

1991 

18 

1,859 

138.665 

8.433 

12,692 

1.51 

1992 

18 

1,719 

126.660 

8.442 
55,365 

3.850 
58.968 

0.46 

TOTAL 

1.07 

APPLE 

1963-1980... 

_- 

_. 

68.003 

6.604 

8.398 

1.27 

1981 

10 

357 

9.195 

836 

1.291 

1.54 

1982 

10 

293 

7.914 

734 

1.208 

1.65 

1983 

10 

244 

6,258 

586 

879 

1.50 

1984 

24 

344 

11,352 

1.012 

1.650 

1.63 

1985 

110 

409 

20,439 

1,758 

4.795 

2.73 

1986 

131 

762 

41,413 

3.777 

9.574 

2.53 

1987 

131 

1,020 

51,455 

4.879 

4.310 

0.88 

1988 

159 

1.098 

63,211 

5.851 

12.917 

2.21 

1989 

231 

1,475 

74.440 

7.755 

13.782 

1.78 

1990 

208 

1,355 

54.980 

5.893 

16.204 

2.75 

1991 

264 

1,206 

50.396 

5.960 

8.623 

1.45 

1992 

264 

1,190 

61.067 

8.034 
53.679 

11.191 

1.39 

TOTAL 

— 

94.822 

1.77 

BARLEY 
1956-1980... 

tl| 

mmm 

358,022 

27,932 

26,411 

0.95 

1981 

270 

12.453 

95,691 

8,358 

6.835 

0.82 

1982 

2,545 

12.110 

96,052 

8.032 

5,025 

0.63 

1983 

2,549 

12.310 

100,973 

8.413 

7,134 

0.85 

1984 

2.620 

14.339 

145,070 

11.546 

24,513 

2.12 

1985 

2.620 

19,875 

197,667 

16.302 

71.349 

4.38 

1986 

2.620 

23,130 

171.546 

13,594 

25.597 

1.88 

1987 

2,620 

23,770 

127,081 

9,638 

11.916 

1.24 

1988 

2,620 

27,092 

146,359 

12,634 

60.534 

4.79 

1989 

2.620 

43,378 

195.047 

17.921 

26.355 

1.47 

1990 

1.318 

36,292 

220,789 

19,899 

18,167 

0.91 

1991 

2.620 

35,661 

244,791 

23.250 

15,408 

0.66 

1992 

2.620 

26,964 

169,664 

17.487 
195.006 

18.391 
317,635 

1.05 

TOTAL 

_ 

1.63 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICIES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF    i 

AMOUNT  OF 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

BEAN 

1948-1980... 

~ 

— 

160.062 

9,924 

9.118 

0.92 

1981 

60 

2.995 

51.631 

4,191 

4.242 

1.01 

1982 

78 

3.017 

58,234 

4.844 

14.462 

2.99 

1983 

78 

1,877 

19,061 

1.572 

2.110 

1.34 

1984 

131 

2.632 

44,108 

3.469 

4.057 

1.17 

1985 

214 

3.003 

49,620 

3.889 

8.278 

2.13 

1986 

215 

3.630 

62.211 

5.226 

6.847 

1.31 

1987 

236 

5.403 

87,534 

7.025 

12.973 

1.85 

1988 

272 

5.086 

67,792 

5.556 

10.766 

1.94 

1989 

323 

8.661 

146,568 

12,525 

36.122 

2.88 

1990 

528 

10.914 

184,268 

19,043 

22.286 

1.17 

1991 

536 

9.008 

162.047 

17,656 

9.066 

0.51 

1992 

536 

6.977 

122,341 

13.501 

15.844 

1.17 

TOTAL 

— 

— 

... 

108.421 

156,171 

1.44 

CHERRY 

1963-1966... 

4 

451 

1,371 

150 

391 

2.61 

TOTAL 

— 

~ 

— 

150 

391 

2.61 

CITRUS 

1951-1980... 

.„ 

— 

486.198 

43.159 

60.273 

1.40 

1981 

27 

1,275 

40.378 

3.395 

7.561 

2.23 

1982 

30 

1,244 

40.043 

3.673 

296 

0.08 

1983 

30 

0 

0 

0 

0 

0.00 

1984 

35 

1,248 

39,788 

3,677 

9.955 

2.71 

1985 

35 

963 

32,154 

2,816 

9,542 

3.39 

1986 

35 

813 

31,283 

2.808 

'1,575 

0.56 

1987 

43 

867 

32.080 

2.716 

373 

0.14 

1988 

43 

847 

36.238 

2.965 

990 

0.33 

1989 

44 

798 

35.615 

2,860 

1.095 

0.38 

1990 

51 

771 

35.283 

2,738 

11.654 

4.26 

1991 

45 

736 

38.269 

2,989 

13,327 

4.46 

1992 

56 

705 

89.144 

3,096 

567 

0.18 

TOTAL 

— 

-~ 

... 

76,892 

117,208 

1.52 

CITRUS  TREE 

1983 

3 

220 

18,643 

757 

0 

0.00 

1984 

3 

230 

21.085 

832 

18,726 

22.51 

1985 

3 

517 

9,187 

426 

327 

0.77 

1986 

3 

547 

14,341 

660 

58 

0.09 

1987 

3 

570 

26,320 

1,083 

0 

0.00 

1988 

3 

574 

32,956 

1,351 

0 

0.00 

1989 

3 

578 

42,722 

1.753 

1 

0.00 

1990 

5 

631 

55,152 

2,235 

54.521 

24.39 

1991 

3 

455 

9,976 

484 

0 

0.00 

1992 

3 

570 

21,664 

1,198 

0 
73.633 

0.00 

TOTAL 

... 



10,779 

6.83 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICIES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF    AMOUNT  C 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM      I 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

COMBINED  CROP 

1948-1980... 

— 

— 

789.307 

37.511 

44.222 

1.18 

1981 

7 

1.069 

19.367 

801 

139 

0.17 

1982. 

5 

809 

15.961 

659 

211 

0.32 

1983 

5 

702 

10.589 

406 

251 

0.62 

1984 

5 

573 

11.035 

399 

38 

0.10 

1985 

5 

506 

9.590 

348 

207 

0.59 

1986 

5 

398 

6,754 

199 

230 

1.16 

1987 

5 

334 

4,425 

127 

143 

1.13 

1988 

0 

0 

0 

0 

0 

0.00 

TOTAL...... 

— 

— 

— 

40.450 

45.441 

1.12 

CORN 

1948-1980... 

12.896 

1.927.715 

5,626,659 

290.866 

315.193 

1.08 

1981 

1.335 

104.856 

1.492,870 

90.835 

52.492 

0.68 

1982. 

2.829 

83.911 

1.259,258 

72,288 

37.912 

0.52 

1983 

2.832 

61.709 

705,833 

40.577 

110.520 

2.72 

1984. 

2.850 

97.462 

1.888.003 

105.094 

93.661 

0.89 

1895 

2.850 

106.727 

2.294.334 

114.494 

71.023 

0.62 

1986...... 

2.850 

109.077 

1.907,809 

100,434 

82.866 

0.83 

1987 

2.850 

118.901 

1,598.586 

79.864 

47,024 

0.59 

1988 

2.849 

119.499 

1,796.756 

93.501 

298,691 

3.19 

1989 

2.850 

301.147 

5.161.920 

267.092 

243.713 

0.91 

1990 

3.608 

251.503 

4.039.266 

213.970 

116.750 

0.65 

1991 

3.851 

190,973 

3.292,149 

175,918 

211.543 

1.20 

1992. 

2.850 

188,770 

3.611.251 

196.203 
1.841.136 

158.683 
1.840.071 

0.81 

TOTAL 

1.00 

COTTON 

1948-1980... 

6.446 

736.153 

1.822.490 

112.365 

176.582 

1.57 

1981 

360 

5.834 

272.894 

22,269 

24,773 

1.11 

1982. 

618 

6.154 

273.499 

23.703 

44.615 

1.88 

1983 

619 

7,038 

236.536 

21.716 

37.197 

1.71 

1984 

690 

12,333 

337.544 

36,016 

58.979 

1.64 

1985 

690 

9.077 

221.890 

20.040 

11,110 

0.55 

1986 

691 

12.023 

212,586 

22.576 

63.222 

2.80 

1987 

692 

16.249 

273.119 

29,002 

13,987 

0.48 

1988 

690 

15.866 

368.837 

44.616 

39.180 

0.88 

1989 

691 

26,631 

477.287 

52.822 

126.787 

2.40 

1990 

796 

35.306 

694.918 

80.978 

102.547 

1.27 

1991. 

707 

30.214 

802.813 

89.679 

179.103 

2.00 

1992. 

720 

28.136 

736.007 

90.655 
646,437 

288.560 
1.166.642 

3.18 

TOTAL 

_ 

_ 

1.80 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


PROGRAM 

AND 
CROP  YEAR 


COUNTY 
PROGRAMS 

(NUMBER) 


POLICIES 

EARNED 

PREMIUM 

(NUMBER) 


AMOUNT  OF 

PROTECTION 

(DOLLARS) 


AMOUNT  OF 
PREMIUM 
(DOLLARS) 


AMOUNT  OF 
INDEMNITIES        LOSS 
(DOLLARS)         RATIO 


COTTON. ELS 

1984 

0 

11 

475 

45 

0 

0.00 

1985 

12 

23 

1.467 

82 

0 

0.00 

1986 

12 

21 

1.081 

84 

0 

0.00 

1987 

12 

18 

665 

45 

60 

1.33 

1988 

12 

13 

1.210 

83 

47 

0.57 

1989 

12 

107 

9.821 

848 

1,495 

1.76 

1990 

36 

144 

8.182 

957 

2,331 

2.44 

1991 

42 

129 

11.668 

917 

4,635 

5.05 

1992 

42 

137 

13.894 

1.218 

3,761 

3.09 

TOTAL 

— 

— 

— 

4.279 

12,329 

2.88 

CRANBERRY 

1984 

0 

22 

1.597 

121 

64 

0.53 

1985 

0 

50 

6.323 

185 

35 

0.19 

1986 

0 

55 

12.705 

389 

533 

1.37 

1987 

0 

78 

19,772 

577 

438 

0.76 

1988 

32 

88 

22.445 

634 

556 

0.88 

1989 

32 

116 

27.230 

790 

2,134 

2.70 

1990 

22 

121 

26.266 

798 

1,916 

2.40 

1991 

32 

130 

27,748 

960 

1,286 

1.34 

1992 

32 

134 

30.226 

1.113 

4,225 

3.80 

TOTAL 

FIG 

1988 

1989 

1990 

1991 

1992 

TOTAL 

FLAX 

1948-1980. 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

TOTAL 


5.567 


4 
3 

4 
4 


49 
49 
49 
49 
43 


1.516 


11,187 


1.629 


2.01 


1.980 

181 

181 

1.00 

3.284 

305 

306 

1.00 

3.301 

282 

658 

2.33 

3.663 

337 

441 

1.31 

4.197 

411 

43 

0.10 

1.07 


2.398 

482.238 

156,568 

17,863 

15,901 

0.89 

85 

1.711 

3,541 

489 

436 

0.89 

85 

1.696 

4.186 

581 

707 

1.22 

87 

1.291 

2.710 

367 

323 

0.88 

98 

1,213 

2.832 

367 

299 

0.81 

118 

1,516 

3.815 

462 

530 

1.15 

118 

1.704 

4.476 

510 

671 

1.32 

119 

1.466 

3.181 

370 

341 

0.92 

119 

1.020 

2.046 

241 

1,094 

4.54 

120 

2.148 

3.131 

390 

1,377 

3.53 

178 

2.605 

5.056 

626 

647 

1.03 

120 

2,542 

6.547 

884 

793 

0.90 

120 

1,221 

2,384 

303 

133 

0.44 

23.453 


23,252 


0.99 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


PROGRAM 

AND 
CROP  YEAR 


COUNTY 
PROGRAMS 

(NUMBER) 


POLICIES 

EARNED 

PREMIUM 

(NUMBER) 


AMOUNT  OF 

PROTECTION 

(DOLLARS) 


AMOUNT  OF 
PREMIUM 
(DOLLARS) 


AMOUNT  OF 

INDEMNITIES 

(DOLLARS) 


LOSS 
RATIO 


FORAGE 

PRODUCTION 

1979-1980... 

6 

121 

588 

34 

68 

2.00 

1981 

3 

51 

224 

13 

41 

3.15 

1982. 

8 

99 

554 

34 

72 

2.12 

1983 

8 

34 

135 

7 

20 

2.86 

1984. 

20 

32 

147 

10 

13 

1.30 

1985 

20 

24 

104 

6 

19 

3.17 

1986 

20 

9 

29 

1 

0 

0.00 

1987...... 

20 

7 

29 

2 

0 

0.00 

1988 

26 

34 

692 

34 

91 

2.68 

1989 

143 

7.538 

36.706 

1.690 

4,390 

2.60 

1990 

195 

5.749 

45.104 

2,548 

8,387 

3.29 

1991 

180 

2,994 

19.796 

1,371 

2.581 

1.88 

1992. 

180 

1,926 

13.945 

1.129 
6.879 

4,410 

3.91 

TOTAL 

— 

20,092 

2.92 

FORAGE 

SEEDING 

1978-1980... 

9 

285 

203 

16 

78 

4.88 

1981 

3 

127 

130 

13 

67 

4.38 

1982. 

8 

134 

274 

10 

27 

2.70 

1983 

8 

84 

80 

6 

6 

1.00 

1984 

8 

77 

79 

6 

10 

1.67 

1988 

8 

62 

65 

6 

10 

1.67 

1986 

8 

46 

50 

4 

6 

1.50 

1987 

21 

44 

55 

4 

4 

1.00 

1988 

21 

32 

40 

4 

3 

0.75 

1989 

63 

185 

280 

23 

76 

3.30 

1990 

118 

1.207 

2,420 

191 

607 

3.18 

1991 

151 

996 

1.823 

153 

447 

2.92 

1992. 

151 

933 

1,960 

164 

456 

2.78 

TOTAL 

— 

— 

600 

1,787 

2.98 

GRAIN  SORGHUM 

1969-1980... 

3.161 

177.920 

392.488 

24.515 

25,829 

1.05 

1981 

441 

18,781 

150.980 

12.901 

11,995 

0.93 

1982. 

2,408 

12,867 

122.267 

10.359 

11,938 

1.15 

1983 

2,410 

9.597 

70.239 

6.165 

12,239 

1.99 

1984 

2,471 

16.372 

174.379 

15.459 

38,679 

2.50 

1985 

2.471 

19.768 

205.752 

14.908 

25,006 

1.68 

1986 

2.471 

21,383 

173.271 

13,836 

25,991 

1.88 

1987 

2.471 

19.038 

108.598 

8.322 

9,003 

1.08 

1988 

2.468 

16,545 

96.959 

7.619 

10,471 

1.37 

1989 

2.468 

42,233 

347.452 

27.434 

66,360 

2.42 

1990 

1.858 

42.605 

203,803 

16.081 

30.629 

1.90 

1991 

2.486 

36,491 

233.280 

19.529 

31.638 

1.62 

1992 

2.486 

35.609 

266.481 

24,980 

21.084 

0.84 

TOTAL. 


202.108 


320.862 


1.69 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICIES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF    AMOUNT  OF 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

GRAPE 

1967-1989... 

117 

3,703 

47.434 

2,710 

2,694 

0.99 

1981 

20 

619 

18.334 

1.134 

959 

0.85 

1982 

27 

783 

40.271 

2.409 

5,494 

2.28 

1983 

30 

1.271 

86.625 

5.288 

13.609 

2.57 

1984 

47 

1.262 

56.549 

3.571 

3.409 

0.95 

1985 

60 

887 

29.662 

2.020 

1.586 

0.79 

1986 

60 

732 

22.659 

1,610 

1,174 

0.73 

1987 

60 

771 

31.093 

2,199 

859 

0.39 

1988 

66 

749 

33.892 

2.438 

443 

0.18 

1989 

97 

850 

42,337 

3.096 

2,117 

0.68 

1990 

76 

889 

48.104 

3,514 

2.449 

0.70 

1991 

117 

903 

74.769 

5.728 

6.242 

1.09 

1992 

117 

795 

60,180 

4.497 

3,020 

0.67 

TOTAL 

— 

— 

... 

40,214 

44,055 

1.10 

GRAPE.  TABLE 

1984 

10 

221 

21,019 

1.674 

5,151 

3.08 

1985 

10 

223 

19.648 

1.451 

2.139 

1.47 

1986 

10 

162 

12.683 

1.032 

897 

0.87 

1987 

10 

122 

9.338 

765 

274 

0.36 

1988 

10 

94 

7.563 

573 

350 

0.61 

1989 

13 

86 

8.693 

643 

371 

0.58 

1990 

8 

68 

7,519 

555 

90 

0.16 

1991 

14 

84 

12,287 

899 

670 

0.75 

1992 

14 

72 

10,297 

720 

221 

0.31 

TOTAL 

... 

— 

— 

8.312 

10.163 

1.22 

HYBRID  SEED, CORN 

1983 

68 

197 

5,334 

268 

3,537 

13.20 

1984 

68 

709 

27,208 

1.458 

4,426 

3.04 

1985 

398 

4.250 

145,013 

10,396 

7,043 

0.68 

1986 

398 

3.903 

97,123 

6,783 

4.784 

0.71 

1987 

398 

3.017 

69,920 

4,795 

4.537 

0.95 

1988 

398 

3,811 

100.951 

6,886 

35.001 

5.08 

1989 

414 

6,329 

177.091 

12,218 

11,381 

0.93 

1990 

247 

5.332 

139.766 

10,061 

7,738 

0.77 

1991 

432 

5,252 

122,529 

9,737 

12,194 

1.25 

1992 

432 

5.245 

126,013 

11,010 

3.046 

0.28 

TOTAL 

... 





73,612 

93.687 

1.27 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICIES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF    AMOUN1 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM      I 

NDHMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

MACADAM IA  NUT 

1988 

— 

7 

2.631 

37 

0 

0.00 

1989 

4 

20 

2.359 

22 

0 

0.00 

1990 

1 

21 

2.593 

25 

0 

0.00 

1991 

4 

3 

1,226 

13 

0 

0.00 

1992 

4 

3 

1,260 

14 

0 

0.00 

TOTAL.... 

- 

— 

— 

111 

0 

0.00 

MACADAMIA  TREE 

1988 

— 

7 

11,727 

164 

0 

0.00 

1989 

4 

9 

19.420 

257 

0 

0.00 

1990 

1 

10 

18.855 

251 

0 

0.00 

1991 

4 

10 

17,471 

248 

0 

0.00 

1992 

4 

9 

16.758 

219 

0 

0.00 

TOTAL.... 

— 

- 

1.139 

0 

0.00 

NURSERY  STOCK 

1984 

— 

0 

0 

0 

0 

0.00 

1985 

— 

4 

10.754 

213 

0 

0.00 

1986 

— 

24 

8.921 

270 

0 

0.00 

1987 

— 

33 

11.527 

360 

14 

0.04 

1988 

— 

0 

0 

0 

0 

0.00 

1989 

— 

14 

2.626 

73 

0 

0.00 

1990 

— 

19 

9.651 

250 

1,216 

4.86 

1991 

— 

52 

16.767 

466 

1.305 

2.80 

1992 

- 

62 

19,263 

527 

8.244 

15.64 

TOTAL 

— 

- 

- 

2.159 

10.779 

4.99 

OAT 

1959-1980... 

4.857 

448.665 

167,580 

11.571 

9.776 

0.84 

1981 

429 

15.129 

29.105 

3.034 

4.314 

1.42 

1982 

550 

11.436 

22.050 

2.108 

1.241 

0.59 

1983 

938 

7.669 

13.033 

1.335 

1.017 

0.76 

1984 

2.532 

7.406 

13.429 

1.378 

1.705 

1.24 

1985 

2.532 

7.713 

14.555 

1.359 

2.008 

1.48 

1986 

2.532 

5.894 

8.548 

771 

1.333 

1.73 

1987 

2.532 

7.114 

8.605 

740 

990 

1.34 

1988 

2.532 

9.940 

16,792 

1.736 

9.771 

5.63 

1989 

2.531 

58.328 

84.978 

8.038 

22.561 

2.81 

1990 

1.988 

39.396 

76.984 

8.104 

11.789 

1.45 

1991 

2.734 

22.646 

33.336 

4.128 

5.963 

1.44 

1992 

2.734 

18.145 

26.802 

3.683 
47.985 

2.011 

0.55 

TOTAL 

— 

- 

74.479 

1.55 

ONION 

1988 

— 

89 

4,604 

305 

579 

1.90 

1989 

63 

142 

5,804 

364 

1,014 

2.79 

1990 

50 

144 

6.202 

395 

610 

1.54 

1991 

64 

179 

8.603 

602 

2,313 

3.84 

1992 

64 

90 

3.597 

277 

469 

1.69 

TOTAL 







1,943 

4.985 

2.57 

112 


GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICIES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF   AMOUNT  0 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

PEA 

1962-1980... 

808 

54,695 

102,907 

7.680 

9.662 

1.27 

1981 

76 

1.181 

7,922 

613 

416 

0.68 

1982 

85 

1.030 

9,527 

698 

480 

0.69 

1983 

89 

983 

7,697 

616 

582 

0.94 

1984 

100 

937 

7.482 

612 

560 

0.92 

1985 

149 

1.076 

12.127 

962 

889 

0.93 

1986 

150 

1.080 

11.320 

896 

664 

0.74 

1987. 

153 

1.268 

12.531 

1.008 

569 

0.66 

1988 

161 

2.554 

1.680 

1.680 

3.062 

1.82 

1989 

37 

3.393 

25.951 

2.195 

1,343 

0.61 

1990 

190 

2.946 

25.690 

2.235 

3,364 

1.61 

1991 

189 

2.642 

21.353 

1.856 

1,586 

0.86 

1992 

189 

2.694 

22,498 

2,089 
23.030 

1.968 
25.144 

0.94 

TOTAL. 

- 

1.09 

PEACH 

1957-1980... 

374 

7.416 

52,820 

7.043 

8.821 

1.25 

1981 

17 

98 

3.370 

275 

95 

0.35 

1982 

21 

109 

4,425 

394 

1.411 

3.58 

1983 

25 

132 

7.656 

694 

2.086 

3.01 

1984 

48 

210 

13.857 

1.300 

1.167 

0.90 

1985 

82 

305 

19.390 

1.901 

6.130 

2.70 

1986 

82 

509 

21.285 

2.108 

4.189 

1.99 

1987 

96 

471 

17.299 

1.876 

3.592 

1.91 

1988 

166 

439 

14.198 

1.584 

3.582 

2.26 

1989 

168 

686 

14.929 

1.691 

7.936 

4.69 

1990 

243 

1.077 

16.847 

1.988 

8.344 

4.20 

1991 

257 

961 

16.184 

2.226 

3.714 

1.67 

1992 

257 

819 

14.243 

2.102 
25.182 

6.356 
56.423 

3.02 

TOTAL 

- 

- 

2.24 

PEANUT 

1962-1980... 

1.122 

74.839 

568.939 

29.162 

39.295 

1.36 

1981 

140 

10,364 

269.962 

14.445 

8,953 

0.62 

1982 

176 

8,710 

216.366 

11.424 

9,172 

0.80 

1983 

208 

7,592 

221.226 

13.220 

40,084 

3.03 

1984 

246 

8.320 

284,259 

17,083 

14.220 

0.83 

258 

7.981 

272,138 

15,478 

15,069 

0.97 

1986 

271 

7,981 

311.170 

16.258 

45.673 

2.81 

1987 

278 

9.516 

413.495 

21.078 

47.818 

2.27 

1988 

278 

9.949 

457.025 

22.962 

34.655 

1.61 

1989 

292 

10,993 

522.800 

26,097 

33.294 

1.28 

1990 

401 

11,195 

597.480 

30.067 

198.887 

6.61 

1991 

296 

11.909 

717.103 

42.071 

48.979 

1.16 

1992 

299 

10,799 

605.787 

39.845 
299.190 

25.050 
561,149 

0.63 

TOTAL 

— 

_ 

1.88 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


PROGRAM 

AND 
CROP  YEAR 

PEAR 

1989 

1990 

1991 

1992 

TOTAL 

PEPPER 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

TOTAL. 

PLUM 

1990 

1991 

1992 

TOTAL. 

POPCORN 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

TOTAL. 

POTATO 
1962-1980.. 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

TOTAL 


COUNTY 
PROGRAMS 

(NUMBER) 


POLICIES 
EARNED 
PREMIUM 
(NUMBER) 


AMOUNT  OF 

PROTECTION 

(DOLLARS) 


AMOUNT  OF 
PREMIUM 
(DOLLARS) 


AMOUNT  OF 
INDEMNITIES        LOSS 
(DOLLARS)         RATIO 


22 

46 

1.847 

128 

1 

0.01 

16 

42 

2.049 

135 

21 

0.16 

23 

26 

629 

62 

18 

0.36 

23 

28 

1.146 

87 

13 

0.16 

— 

- 

— 

402 

63 

0.13 

4 

20 

3.786 

394 

544 

1.38 

4 

36 

4.716 

427 

1.587 

3.72 

10 

76 

13.629 

1.293 

1.923 

1.49 

10 

41 

10.252 

960 

199 

0.21 

10 

24 

7.121 

676 

409 

0.61 

11 

18 

6.586 

669 

877 

1.54 

12 

16 

4.629 

511 

1.094 

2.14 

12 

11 

3.765 

386 

103 

0.27 

12 

13 

4.467 

496 

0 

0.00 

— 

- 

— 

6.711 

6.736 

1.18 

8 

46 

1.562 

126 

109 

0.87 

7 

86 

4.105 

340 

339 

1.00 

7 

69 

3.787 

316 

84 

0.27 

— 

- 

- 

782 

632 

0.68 

119 

211 

6.329 

328 

1.017 

3.10 

55 

365 

8.716 

477 

1.103 

2.31 

113 

261 

6.496 

263 

556 

2.11 

176 

425 

7.746 

418 

246 

0.59 

184 

488 

6.488 

443 

1.080 

2.44 

279 

961 

18.486 

1.173 

1.097 

0.94 

270 

963 

16.617 

1.028 

948 

0.92 

313 

705 

11.444 

738 

1.539 

2.09 

311 

890 

15.357 

1.114 

1.324 

1.19 

— 

- 

— 

5.982 

8.910 

1.49 

107 

4.068 

22.511 

1.297 

2.670 

2.06 

4 

40 

3.605 

214 

290 

1.36 

4 

34 

3.275 

183 

236 

1.29 

49 

127 

12.471 

670 

1.836 

2.74 

187 

369 

40.864 

2.266 

4.257 

1.88 

98 

670 

61.734 

3.207 

10.895 

3.40 

167 

729 

81.224 

3.944 

11.493 

2.91 

211 

904 

1O4.570 

6.664 

13.518 

2.43 

237 

1.034 

129.401 

6.718 

19.045 

2.83 

305 

1.264 

153.405 

8.128 

20,171 

2.48 

277 

1.476 

184.206 

10.740 

27.182 

2.63 

331 

1.388 

202.706 

12.014 

16.349 

1.36 

331 

1.160 

170.889 

12.482 

13.760 

1.10 

67.427 


141.702 


2.10 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICIES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF    AMOUNT  C 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNmES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

PREV.  PLANTING 

ENDORSEMENT 

1982 

— 

0 

0 

0 

0 

0.00 

1983 

— 

0 

0 

0 

0 

0.00 

1984 

— 

0 

0 

0 

0 

0.00 

198S 

— 

0 

0 

0 

0 

0.00 

1986 

— 

38 

388 

12 

218 

18.17 

1987 

— 

5 

24 

1 

0 

0.00 

1988 

0 

0 

0 

0 

0.00 

1989 

— 

1 

7 

0 

0 

0.00 

1990 

— 

4 

14 

1 

2 

2.00 

1991 

— 

72 

247 

7 

41 

6.86 

1992 

— 

19 

120 

4 

40 

10.00 

TOTAL 

— 

- 

- 

25 

301 

12.04 

PREV.  PLANTING 

1982 

10 

316 

3,571 

109 

613 

5.62 

1983 

10 

72 

414 

13 

17 

1.31 

1984 

10 

25 

151 

5 

2 

0.40 

1985 

10 

11 

61 

1 

3 

3.00 

1986 

10 

75 

963 

29 

259 

8.93 

TOTAL. 

— 

— 

— 

167 

894 

5.69 

PRUNE 

1986 

13 

65 

7,551 

489 

3.415 

6.98 

1987 

13 

126 

11.130 

714 

121 

0.17 

1988 

13 

143 

12.205 

774 

1.395 

1.80 

1989 

13 

171 

11.478 

736 

235 

0.32 

1990 

17 

191 

12,334 

806 

3,232 

4.01 

1991 

15 

263 

19.145 

1,254 

1.844 

1.47 

1992 

15 

263 

22.856 

1,769 
6.542 

2.183 

12.425 

1.23 

TOTAL 

— 

— 

1.90 

RAISM 

1961-1980... 

140 

30.124 

270.213 

10.847 

10,974 

1.01 

1981 

1.736 

46.060 

2.733 

11 

0.00 

1982 

1.724 

84.231 

5,389 

33.854 

6.28 

1983 

3.452 

199.187 

19,961 

23.176 

1.16 

1984 

3,311 

123.316 

9,852 

4.700 

0.48 

1985 

2,779 

104.238 

8,599 

1.259 

0.15 

1986 

2,172 

74,685 

6,524 

368 

0.06 

1987 

2,455 

101,330 

8.891 

0 

0.00 

1988 

2,481 

123,340 

10.603 

0 

0.00 

1989 

2,702 

197,321 

16,826 

33.804 

2.01 

1990 

13 

2.274 

119.212 

10.172 

73 

0.01 

1991 

2.278 

114.392 

11.055 

0 

0.00 

1992 

1,676 

104.498 

10.026 
131,478 

68 

0.01 

TOTAL 



108,287 

0.82 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


PROGRAM 

AND 
CROP  YEAR 


COUNTY 
PROGRAMS 

(NUMBER) 


POLICIES 
EARNED 
PREMIUM 
(NUMBER) 


AMOUNT  OF    AMOUNT  OF    AMOUNT  OF 
PROTECTION       PREMIUM       INDEMNITIES         LOSS 
(DOLLARS)        (DOLLARS)        (DOLLARS)  RATIO 


RICE 

1960-1980... 

1981 80 

1982 146 

1983 146 

1984 166 

1985 166 

1986 166 

1987 166 

1988 165 

1989 165 

1990 206 

1991 165 

1992 165 

TOTAL. — 

RYE 

1980 3 

1981 3 

1982. 36 

1983 36 

1984 36 

1985 36 

1986 36 

1987 36 

1988 36 

1989 54 

1990 85 

1991 58 

1992. 68 

TOTAL. — 

SAFFLOWER 

1964-1966...  6 

1987 40 

1988 40 

1989 59 

1990 100 

1991 68 

1992 68 

TOTAL. — 

SORGHUM.  HYBRID  SEED 

1988 12 

1989 16 

1990 13 

1991 16 

1992 16 

TOTAL — 


6.137 
1.626 
1.568 
1.369 
808 
857 
1.023 
2.136 
2.537 
2.673 
3.090 
2.686 
2.978 


109.973 

82.266 

88.968 

54.466 

37.069 

36.457 

36.306 

61.136 

97.980 

91.271 

110.709 

105.135 

124.637 


3.231 
2.278 
2.405 
1.676 
1.222 
1.123 
1.042 
1.776 
2.880 
2.660 
3.413 
3.678 
5.035 


32.419 


354 


4.044 


4.763 

4.237 

8.062 

6.818 

1.883 

3.025 

2.911 

4.777 

7.577 

7.898 

1 1 .803 

21.324 

11.300 

96.368 


365 


23.400 


1.47 
1.86 
3.36 
4.07 
1.64 
2.69 
2.79 
2.69 
2.63 
2.97 
3.46 
6.80 
2.24 


2.97 


9 

3 

1 

1 

1.O0 

3 

9 

1 

0 

0.00 

67 

253 

32 

15 

0.47 

84 

228 

27 

11 

0.41 

106 

312 

35 

13 

0.37 

68 

165 

18 

17 

0.94 

62 

143 

13 

9 

0.69 

70 

147 

14 

10 

0.71 

88 

166 

17 

62 

3.65 

618 

758 

88 

121 

1.38 

267 

427 

49 

46 

0.94 

165 

256 

31 

36 

1.16 

141 

219 

28 

24 

0.86 

1.03 


104 

20 

15 

17 

1.13 

174 

524 

68 

67 

0.99 

231 

667 

87 

347 

3.99 

306 

4.526 

355 

1.262 

3.55 

450 

22.719 

2.662 

18.766 

7.08 

376 

3.957 

606 

1.600 

3.16 

387 

2.456 

361 

1.341 

3.71 

5.79 


21 

702 

98 

219 

2.23 

37 

1.681 

235 

968 

4.12 

49 

2.001 

326 

1.141 

3.50 

44 

2.097 

395 

1.158 

2.93 

25 

1.654 

347 

1,322 

3.81 

1.401 


4.808 


3.43 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF    AMOUNT  OF 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

SOYBEAN 

*!  956-1 980.. 

11.726 

1.172.478 

2.132,691 

119.230 

106.541 

0.89 

1981 

1.089 

92.334 

1.246.460 

96.986 

174.317 

1.80 

1982. 

1.323 

83.833 

1.360.294 

111.163 

223.654 

2.01 

1983 

1,609 

66.944 

820.851 

73.204 

180,564 

2.47 

1984 

1.726 

87.785 

1.237.488 

101.108 

191,262 

1.89 

1985 

1.867 

92.296 

1.292.284 

91.361 

167,887 

1.73 

1986 

1.868 

91.854 

1.067.270 

72.307 

147.436 

2.04 

1987 

1.868 

101.967 

1.166.047 

76.033 

100,038 

1.32 

1.879 

104,768 

1.186.748 

80.732 

165.469 

1.93 

1.883 

235.586 

2.692.678 

160.798 

145.124 

0.96 

1990 

2.987 

193.188 

2.024.551 

121.666 

102.546 

0.84 

1991 

1.976 

149.626 

1.738.034 

95.283 

97.602 

1.02 

1992 

2.073 

143.780 

1.732.846 

93.733 
1.283.603 

66.762 
1.836,101 

0.61 

TOTAL. 

- 

- 

1.43 

STONEFRUIT 

1988 

16 

91 

5.261 

407 

528 

1.30 

16 

98 

4.860 

363 

58 

0.16 

1990 

17 

93 

4.817 

342 

160 

0.47 

16 

155 

10.724 

776 

652 

0.84 

1992 

16 

110 

7.396 

540 

232 

0.43 

TOTAL. 

- 

- 

2.427 

1.630 

0.67 

SUGAR  BEET 

1966-1980... 

1.241 

25.721 

263.887 

11.484 

8.899 

0.77 

1981 

104 

1.215 

60.667 

3.066 

2.293 

0.76 

1982 

114 

736 

34.304 

1.719 

707 

0.41 

105 

603 

29.541 

1.461 

1.120 

0.77 

1984 

123 

610 

33.382 

1.690 

1.330 

0.79 

1986 

144 

707 

41.037 

1.932 

1.999 

1.03 

1986 

146 

928 

56.717 

2.662 

2.832 

1.06 

1987 

143 

1,477 

98.459 

4.618 

2.700 

0.60 

1988 

145 

2.053 

146.166 

6.366 

12.411 

1.96 

1989 

163 

2.986 

185.686 

7.902 

8.882 

1.12 

1990 

173 

3.872 

266.809 

12.430 

16.104 

1.22 

1991 

165 

4.057 

276.277 

13.413 

12.618 

0.94 

1992 

152 

4.246 

268.488 

12.137 
80.780 

5.661 

0.47 

TOTAL. 

_. 

_ 

76.556 

0.95 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948  1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POUCIES 

PROQRAM 

COUNTY 

EARNED 

AMOUNT  OF    t 

AMOUNT  OF 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBERI 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

SUGARCANE 

1967  1980... 

181 

3.906 

98.409 

3.232 

2.791 

0.86 

1981 

20 

111 

15.291 

623 

768 

1.22 

1982. 

23 

114 

28.192 

1.263 

1.016 

0.80 

1983 

23 

86 

28.060 

1.342 

6.616 

4.93 

1984 

23 

72 

18.665 

885 

1.987 

2.25 

1986 

23 

64 

13.580 

838 

712 

0.86 

1986 

23 

60 

9.834 

628 

117 

0.19 

1987 

23 

37 

9.702 

630 

107 

0.20 

1988 

23 

41 

8.711 

466 

6 

0.01 

1989 

23 

43 

9.166 

489 

4.696 

9.40 

1990 

17 

70 

10.986 

628 

1.787 

2.86 

1991 

23 

110 

14.380 

949 

499 

0.63 

1992 

23 

114 

16.624 

1.131 

391 

0.36 

TOTAL. 

— 

— 

13.004 

21.380 

1.64 

SUNFLOWER 

1976-1980... 

154 

16.167 

110.747 

7.462 

7.686 

1.03 

1981 

83 

6.562 

78.183 

6.684 

4.748 

0.72 

1982. 

106 

6.741 

83.300 

6.939 

9.837 

1.42 

1983 

108 

4.648 

43.636 

3.586 

3.873 

1.08 

1984 

138 

6.653 

69.605 

4.816 

7.483 

1.56 

1985 

166 

6.516 

62.953 

4.984 

18.942 

3.80 

1986 

165 

4.564 

41.229 

3.477 

5.472 

1.67 

1987 

169 

41,068 

33.522 

2.789 

1.530 

0.55 

1988 

194 

6.975 

43.996 

3.902 

8.647 

2.22 

1989 

219 

7.979 

69.540 

6.418 

9.662 

1.76 

1990 

316 

8.884 

70.341 

6.386 

6.345 

0.99 

1991 

237 

9.685 

99.843 

9.669 

7.981 

0.83 

1992. 

237 

6.699 

68.222 

6.823 
71.836 

10.398 

1.79 

TOTAL. 

— 

— 

- 

102.604 

1.43 

SWEET  CORN 

1979-1980... 

9 

320 

1.417 

91 

64 

0.69 

1981 

26 

191 

634 

43 

48 

1.12 

1982 

53 

269 

1.315 

92 

47 

0.61 

1983 

53 

272 

1.452 

102 

141 

1.38 

1984 

90 

329 

2.607 

177 

80 

0.46 

1986 

144 

4O0 

4.996 

310 

267 

0.86 

1986 

169 

413 

4.497 

285 

146 

0.61 

1987 

176 

606 

7.146 

447 

226 

0.51 

1988 

189 

1.906 

19.366 

1.120 

1.957 

1.76 

1989 

199 

2.982 

27.936 

1.637 

831 

0.61 

1990 

166 

2.469 

26.760 

1.613 

1.178 

0.73 

1991 

213 

2.261 

26.293 

1.499 

886 

0.59 

1992 

293 

2.003 

23.110 

1.290 

1.368 

1.06 

TOTAL. 







8.706 

7.229 

0.83 

118 


GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


PROGRAM 

AND 
CROP  YEAR 

SWEET  CORN.  F 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992. 

TOTAL 

TOBACCO 
1948-1980 

1981 

1982. 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992. 

TOTAL 

TOMATO 
1963-1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

TOTAL 


COUNTY 

PROGRAMS 

(NUMBER) 


POLICIES 

EARNED 

PREMIUM 

(NUMBER) 


AMOUNT  OF 

PROTECTION 

(DOLLARS) 


AMOUNT  OF 
PREMIUM 
(DOLLARS) 


AMOUNT  OF 

INDEMNITIES 

(DOLLARS) 


LOSS 
RATIO 


M 

1 

16 

2,286 

114 

310 

2.72 

1 

36 

7.381 

411 

659 

1.60 

1 

40 

7.671 

415 

566 

1.36 

2 

52 

9.050 

502 

601 

1.20 

7 

42 

8.035 

477 

683 

1.43 

10 

39 

9.448 

501 

657 

1.31 

12 

38 

9.269 

632 

225 

0.36 

12 

42 

9.541 

738 

0 

0.00 

— 

— 

— 

3,790 

3.701 

0.98 

6.210 

2,297.418 

3,205.336 

159.875 

166.709 

1.04 

308 

64.015 

969.451 

26.600 

23.648 

0.89 

335 

59.928 

981.207 

26,568 

26.385 

0.99 

403 

52.021 

828.398 

24.283 

71.528 

2.95 

489 

53.136 

832,838 

24,609 

12.251 

0.50 

489 

44.713 

642,461 

18.120 

10.682 

0.59 

489 

34.926 

463.188 

13.711 

23,683 

1.73 

494 

31,113 

518.099 

14.907 

22,672 

1.52 

495 

28.931 

592.151 

16.938 

15.308 

0.90 

499 

28.565 

640.184 

18.318 

30.885 

1.69 

728 

30.196 

726.905 

22,162 

20.081 

0.91 

500 

27.934 

747,899 

24,182 

23.554 

0.97 

496 

26.097 

753.354 

25.299 
415.572 

29.556 

1.17 

— 

— 

— 

476.942 

1.15 

181 

2,528 

11,324 

705 

529 

0.75 

18 

57 

5.266 

296 

117 

0.40 

21 

84 

14.074 

764 

1.957 

2.56 

21 

185 

31,802 

1,856 

2.582 

1.39 

29 

279 

55,970 

3.321 

3,487 

1.05 

47 

302 

55,445 

3,292 

2.110 

0.64 

65 

299 

56,340 

3,912 

2,040 

0.52 

74 

268 

48,299 

3,129 

971 

0.31 

84 

345 

58.393 

3,721 

2,534 

0.68 

106 

459 

77.181 

4.944 

8,333 

1.69 

93 

624 

86.584 

5.649 

3,786 

0.67 

121 

616 

102.253 

6.515 

3.980 

0.61 

121 

425 

61.749 

3.714 

1,575 

0.42 

41.818 


34,001 


0.81 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS) 


POLICIES 

PROGRAM 

COUNTY 

EARNED 

AMOUNT  OF 

AMOUNT  OF 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

TOMATO.  FM 

1984 

4 

39 

14.307 

903 

5.527 

6.12 

1985 

4 

55 

27,876 

1.919 

11.314 

5.90 

1986 

13 

87 

52.446 

3.861 

5.001 

1.30 

1987 

26 

146 

69.385 

6.346 

3.609 

0.57 

1988 

26 

110 

42.307 

4.543 

1.024 

0.23 

1989 

49 

93 

36.578 

3.740 

3.640 

0.97 

1990 

41 

99 

37.736 

4.317 

10.265 

2.38 

1991 

54 

119 

52.073 

6,488 

3.190 

0.49 

1992  . 

54 

82 

23.178 

2.819 

582 

0.21 

TOTAL 


34.936 


44.152 


1.26 


TUNG  NUT 
1965-1970. 

TOTAL 

WALNUT 

1984 

1985 

1986 

1987 

1988 

1989 

199J 

1991 

1992 

TOTAL 

WHEAT 
1948-1980. 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

TOTAL 


177 


458 


90 


90 


1,545 


67 


67 


1.801 


0.74 


0.74 


22 

71 

2.621 

148 

116 

0.78 

29 

51 

1.842 

102 

7 

0.07 

29 

48 

2.005 

109 

322 

2.95 

29 

50 

2.118 

116 

18 

0.16 

29 

48 

1.870 

96 

24 

0.25 

29 

86 

2.901 

146 

296 

2.03 

19 

88 

3,889 

180 

291 

1.62 

29 

127 

7,735 

374 

92 

0.25 

29 

99 

5,133 

274 

635 

2.32 

1.17 


18.633 

3.031.885 

6.682.338 

472.273 

497.712 

1.05 

942 

73.690 

999.931 

75.533 

73.025 

0.97 

2.820 

87.614 

1,265,379 

98.337 

86.192 

0.88 

2.830 

67.789 

779,814 

57.000 

50.072 

0.88 

2.848 

71,084 

999.014 

73.426 

117,799 

1.60 

2.848 

80.795 

1.183.489 

89.927 

222,512 

2.47 

2.849 

74.860 

1.088.436 

69.248 

118.003 

1.70 

2.849 

75.824 

851.916 

56.253 

57.898 

1.03 

2.849 

91.284 

1.050.488 

75.405 

296.532 

3.93 

2.849 

143,599 

1.797,771 

138.376 

315.701 

2.28 

3,347 

193,310 

2.434,133 

199,204 

178.842 

0.90 

2.853 

145,090 

1,588,813 

129.098 

183.174 

1.42 

2.853 

138.006 

1,741,253 

146.150 

201.153 

1.38 

_ , 





1.680.230 

2.398.615 

1.43 
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GOVERNMENT  AND  REINSURANCE  OPERATIONS 
CROP  INSURANCE  EXPERIENCE  BY  YEAR  1948-1992 
ALL  PROGRAMS 
(DOLLARS  IN  THOUSANDS! 


PROGRAM 

COUNTY 

WL!UIK> 

EARNED 

AMOUNT  OF    i 

AMOUNT  OF 

AMOUNT  OF 

AND 

PROGRAMS 

PREMIUM 

PROTECTION 

PREMIUM 

INDEMNITIES 

LOSS 

CROP  YEAR 

(NUMBER) 

(NUMBER) 

(DOLLARS) 

(DOLLARS) 

(DOLLARS) 

RATIO 

PUERTO  RICO 

REINSURANCE 

1968-1978... 

— 

0 

11.883 

618 

90 

0.15 

1983 

— 

3,495 

35.314 

2,151 

795 

0.37 

1984 

— 

3,814 

37.948 

1.826 

4.929 

2.70 

1985 

— 

0 

0 

0 

0 

0.00 

1986 

— 

71 

6.369 

1.217 

102 

0.08 

1987 

— 

2.271 

45.410 

1.416 

0 

0.00 

1988 

— 

2.310 

48,299 

1,567 

0 

0.00 

1989 

— 

3,020 

57.324 

1.789 

7.963 

4.45 

1990 

— 

3.493 

65.973 

2.038 

48 

0.02 

1991 

— 

2.280 

44.649 

1.340 

5 

0.00 

1992 

— 

2.048 

41.825 

1.393 
15,355 

19 

0.01 

TOTAL. 

_ 

— 

13.951 

0.91 

GRAND  TOTAL 

1948-1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 


71.279 

10.503.243 

26.721.749 

1.419.456 

1.562.207 

1.10 

5.969 

418.631 

5.982.033 

379.169 

408.101 

1.08 

14.498 

387,692 

6.133.354 

398.671 

528.157 

1.32 

15.415 

314.401 

4.405.594 

291.363 

587.691 

2.02 

18.044 

394.258 

6.645.448 

435.588 

639.969 

1.47 

18.765 

415.217 

7.167.604 

439,733 

684.364 

1.56 

19,027 

407.096 

6.246.488 

381.763 

616.993 

1.62 

19,263 

472,251 

6.134.854 

366.640 

369.163 

1.01 

19.508 

461,630 

6.992.087 

437.654 

1.053.775 

2.41 

20.193 

951,679 

13.666.766 

820,763 

1.215.763 

1.48 

21.085 

897,375 

12.882.284 

838.040 

1.028.581 

1.23 

21.373 

708.280 

11.270.369 

737.146 

953.257 

1.29 

21,568 

665.167 

11.371,187 

760.023 

921.374 

1.21 

„__  ==285,987== 

._1|«9^j920_ 

_125l6191817=. 

tjjssssa*, 

._iq.5691395a_ 

-=i-37 

121 


The  following  table  reflects  pertinent  data  relative  to  the  level  of  activity 
associated  with  the  direct  sales  of  crop  insurance  by  FCIC  since  1939.  This  program 
will  be  phased  out  with  the  shifting  of  the  delivery  of  Insurance  to  the  reinsured 
companies  in  the  1995  crop  year. 

GOVERNMENT  OPERATIONS  -  SUMMARY  OF  EXPERIENCE  1939-1992 
(Dollars  in  Thousands) 

Premium    Indemnities 
Amount  of  (As  %of    (As  %  of    Loss 

Year    Protection    Premium   Indemnities  Protection)  Protection)  Ratio 


1939-47  $  1,564,916  $147,241  $218,543  9.4% 

1948-80  26,721,749  1,419,456  1,562,207  5.3% 

1981  5,797,132  366,361  398,751  6.3% 

1982  4,856,758  320,659  458,459  6.6% 

1983  2,778,428  184,113  404,867  6.6% 

1984  2,654,809  175,590  254,578  6.6% 

1985  1,868,678  117,402  211,577  6.3% 

1986  1,228,998  77,706  122,082  6.3% 

1987  974,573  60,941  68,191  6.3% 

1988  959,077  63,991  153,394  6.7% 

1989  1,309,529  91,737  149,455  7.0% 

1990  1,311,334  96,225  162,884  7.3% 

1991  1,111,878  80,477  101,088  7.2% 

1992  928,068  66,379  77,518  7.2% 


14.0% 

1.48 

5.8% 

1.10 

6.9% 

1.09 

9.4% 

1.43 

14.6% 

2.20 

9.6% 

1.45 

11.3% 

1.78 

9.9% 

1.57 

7.0% 

1.12 

16.0% 

2.40 

11.4% 

1.63 

12.4% 

1.69 

9.0% 

1.26 

8.4% 

1.17 

1939-92  $54,065,927  $3,268,278  $4,343,594    6.0%       8.0%    1.33 

FCIC  OPERATING  EXPERIENCE  -  CROP  YEAR  1992 

Government  insurance  operations  for  crop  year  1992  show  indemnities  exceeding  premium 
by  $11.1  million  with  a  loss  ratio  of  1.17.  The  amount  of  protection  for  crop  year 
1992  was  $928  million. 

Premium  Income 

For  the  crop  year  1992,  net  producer  premium  for  government  operations  totaled  $49.4 

million.  Federal  subsidy  of  $16.9  million,  added  to  the  net  producer  premium  income, 

resulted  in  total  premium  income  for  government  operations  of  $66.3  million,  which 

represents  an  overall  decrease  of  $14.1  million  (or  about  17.5  percent)  from  crop  year 

1991. 

Indemnities 

The  crop  year  1992  indemnities  totaled  $77.5  million  with  a  loss  ratio  of  1.17. 
Wheat,  corn,  and  cotton  with  indemnities  of  $24.5  million,  $8.9  million,  and  $8.7 
million  and  loss  ratios  of  1.29,  .89  and  2.10,  respectively,  accounted  for  54  percent 
of  the  total  dollar  loss. 
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The  following  table  reflects  the  level  of  insurance  activity  associated  with  the 
delivery  by  the  reinsured  companies.  The  reinsured  program  began  in  crop  year  1981 
and  continues  to  be  strengthened  for  delivery  of  crop  insurance. 

REINSURANCE  OPERATIONS  -  SUMMARY  OF  EXPERIENCE  1981-1992 
(dollars  in  thousands) 

Premium    Indemnities 
Amount  of  (As  %  of    (As  %  of   Loss 

Year    Protection    Premium   Indemnities  Protection)  Protection)  Ratio 


1981  $184,901  $12,808  $9,350  6.9% 

1982  1,276,596  78,012  69,698  6.1% 

1983  1,627,166  107,250  182,824  6.6% 

1984  3,990,639  259,998  385,391  6.5% 

1985  5,298,926  322,331  472,787  6.1% 

1986  5,017,490  304,057  494,911  6.1% 

1987  5,160,281  305,699  300,972  5.9% 

1988  6,033,010  373,663  900,381  6.2% 

1989  12,357,237  729,026  1,066,308  5.9% 

1990  11,570,950  741,815  865,697  6.4% 

1991  10,158,491  656,669  852,169  6.5% 

1992  10,443,119  693,644  843,856  6.6% 


5.1% 

0.73 

5.5% 

0.89 

11.2% 

1.70 

9.7% 

1.48 

8.9% 

1.47 

9.9% 

1.63 

5.8% 

0.98 

14.9% 

2.41 

8.6% 

1.46 

7.5% 

1.17 

8.3% 

1.30 

8.1% 

1.22 

1981-92  $73,118,806  $4,584,972  $6,444,344     6.3%       8.8%    1.41 
Note:  Totals  include  Puerto  Rico  Reinsurance. 

REINSURANCE  OPERATING  EXPERIENCE  -  CROP  YEAR  1992 

Reinsurance  operations  for  crop  year  1992  show  indemnities  exceeding  premium  by  $150.2 
million  with  a  loss  ratio  of  1.22.  The  amount  of  protection  for  crop  year  1992  was 
$10.4  billion. 

Premium  Income 

For  crop  year  1992,  net  producer  premium  for  reinsurance  operations  totaled  $513.6 

million.  Federal  subsidy  of  $180.0  million,  added  to  the  net  producer  premium  income, 

resulted  in  total  premium  income  for  reinsurance  operations  of  $693.6  million,  which 

represents  an  overall  increase  of  $36.9  million  (or  almost  6  percent)  from  1991  crop 

year. 

Indemnities 

The  crop  year  1992  indemnities  totaled  $843.8  million  with  a  loss  ratio  of  1.22. 
Cotton,  wheat,  corn  and  soybeans  with  indemnities  of  $279.8  million,  $176.6  million, 
$149.7  million  and  $52.1  million  and  loss  ratios  of  3.23,  1.39,  .80,  and  .60, 
respectively,  accounted  for  78  percent  of  the  total  dollar  loss. 


Wednesday,  March  9,  1994. 

FARMERS  HOME  ADMINISTRATION  AND  RURAL 
DEVELOPMENT  ADMINISTRATION 

WITNESSES 

BOB   J.    NASH,    UNDER   SECRETARY    FOR    SMALL    COMMUNITY   AND 
RURAL  DEVELOPMENT,  DEPARTMENT  OF  AGRICULTURE 

MICHAEL  V.  DUNN,  ADMINISTRATOR,  FARMERS  HOME  ADMINISTRA- 
TION 

JAMES  C.  ANDERSON,  DHtECTOR,  BUDGET  DD7ISION,  FARMERS  HOME 
ADMINISTRATION 

WHJ3UR  T.  PEER,  ACTING  ADMINISTRATOR,  RURAL  DEVELOPMENT 
ADMINISTRATION 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

Chairman's  Opening  Remarks 

Mr.  DURBIN.  With  your  permission,  we  have  three  agencies  of 
USDA  scheduled  for  today,  and  Mr.  Skeen  and  I  would  like  to  ask 
the  Rural  Development  Administration  to  join  Farmers  Home  at 
the  table,  and  we  will  take  statements  from  both. 

Mr.  Skeen.  That  is  if  you  are  compatible. 

Mr.  DURBIN.  They  look  friendly.  I  think  this  will  work.  [Laugh- 
ter.] 

Mr.  Skeen.  They  are. 

Mr.  DURBIN.  We  will  take  statements  from  both  agencies,  and 
then  entertain  questions.  First  let  me  welcome  back  Under  Sec- 
retary Nash;  Michael  Dunn,  Administrator  of  the  Farmers  Home 
Administration;  James  Anderson,  Director  of  the  Budget  Division, 
Farmers  Home  Administration;  our  friend  Steve  Dewhurst;  and 
Wilbur  Peer,  the  Acting  Administrator  of  the  Rural  Development 
Administration.  We  would  first  ask  Mr.  Dunn  with  Farmers  Home 
to  highlight  their  statement,  which  will  be  included  in  the  record, 
and  then  ask  the  same  from  Mr.  Peer. 

If  you  would  like  to  proceed. 

Under  Secretary's  Opening  Remarks 

Mr.  Nash.  Mr.  Chairman,  we  do  appreciate  the  opportunity  to  be 
here  today.  These  are  two  of  the  lead  agencies  in  our  Rural  Devel- 
opment mission  area,  and  I  think  after  you  listen  to  their  presen- 
tation, it  will  be  very  clear  that  they  are  very  important  to  rural 
America. 

There  are  a  lot  of  changes  going  on  in  our  agencies  concerning 
reorganization,  and  as  we  get  into  questions,  I  will  talk  more  about 
how  those  changes  relate  to  these  two  agencies.  Thank  you. 

(123) 
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Testimony  of  FmHA  Administrator 

Mr.  Dunn.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  be  here  today  to  represent  the  Clinton  administration  for 
the  Farmers  Home  Administration. 

The  Farmers  Home  Administration  is  getting  back  to  two  of  its 
founding  purposes:  That's  to  provide  credit  to  small,  limited  re- 
source farmers  who  cannot  get  credit  elsewhere  and  to  finance 
home  ownership,  home  repair  and  rental  assistance  to  the  rural 
Americans  who  are  ready  and  able  to  pay  their  bills  and  who  have 
been  denied  private  credit. 

The  Farmers  Home  ended  fiscal  year  1993  with  874,997  farm 
and  housing  borrowers.  Of  these,  there  were  $49  billion  in  direct 
and  guaranteed  loans. 

The  farm  loan  portfolio  accounted  for  $19  billion  or  39  percent 
of  the  total  portfolio.  This  included  approximately  $5  billion  in 
guaranteed  loans. 

Supervised  direct  farm  lending  programs  show  how  the  govern- 
ment can  help  people.  The  1995  budget  request  for  operating  loans 
will  support  a  loan  level  of  $3  billion.  For  the  guaranteed  loans,  it 
is  $2.3  billion  consisting  of  $2  billion  of  guarantees  without  interest 
assistance,  and  $300  million  with  interest  assisted  guarantees. 

Direct  operating  loans  will  be  in  the  amount  of  $650  million, 
$150  million  more  than  obligated  in  fiscal  year  1993. 

The  1995  budget  request  for  farm  ownership  loans  will  support 
a  level  of  $662  million.  This  includes  $577  million  in  farm  owner- 
ship guarantees,  and  $85  million  in  direct  farm  ownership  loans 
that  will  be  targeted  to  beginning  farmers  and  socially  disadvan- 
taged applicants. 

The  Administration  is  requesting  funding  again  in  1995  in  the 
amount  of  $5  million  for  grants  for  community-based  organizations, 
and  to  colleges  to  reach  out  and  assist  socially-disadvantaged  farm- 
ers to  own  and  operate  farms. 

Beginning  farmers  will  be  eligible  for  downpayment  ownership 
and  operating  loans  as  provided  by  Congress.  The  law  reserves  65 
percent  of  direct  farm  ownership  loans,  25  percent  of  farm  owner- 
ship guarantees,  and  40  percent  of  direct  operating  loans  for  begin- 
ning farmers  in  fiscal  year  1995. 

The  Administration  has  requested  appropriations  for  the  cost  of 
housing  loan  programs  for  fiscal  year  1995  of  $338  million.  The 
program  levels  supported  by  this  appropriation  will  be  $3.5  billion, 
an  increase  of  about  $260  million  over  the  current  year. 

We  propose  to  support  116,861  units  of  housing  in  fiscal  year 
1995  of  which  67,200  will  be  assisted  through  direct  and  guaran- 
teed loans.  This  represents  an  increase  of  almost  6,000  housing 
units  over  the  current  year. 

In  the  single  family  area,  our  request  for  direct  and  guaranteed 
single  family  loans  is  $3.1  billion.  Of  that  amount,  $1.8  billion  will 
be  available  for  direct  loans.  This  appropriation  will  allow  for 
28,800  new  families  to  own  their  own  homes. 

We  are  expecting  direct  borrowers  to  now  contribute  up  to  30 
percent  of  their  adjusted  incomes  for  housing  which  will  reduce  the 
amount  of  subsidy  required.  The  30  percent  requirement  will  apply 
to  purchase  of  acquired  housing  through  credit  sales  as  well. 
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For  guaranteed  single  family  homes,  we  are  asking  for  a  loan 
level  of  $1.3  billion,  an  increase  of  $550  million  in  guarantees,  and 
8,270  units  over  fiscal  1994. 

We  are  asking  for  a  one  percent  origination  fee  for  guaranteed 
housing  loans  for  1995  which  will  project  a  return  of  $13  million 
to  the  government. 

We  are  requesting  $35  million  in  housing  repair  loans  for  low  in- 
come people  to  assist  7,410  units.  Our  housing  repair  grant  request 
is  $25  million  for  fiscal  year  1995,  the  same  level  as  fiscal  year 
1994. 

In  the  multi-family  area,  for  those  whose  incomes  cannot  support 
repayment  of  housing  purchases,  we  finance  the  construction  of 
multi-family  housing  and  provide  rental  assistance  to  tenants. 
Eighty-seven  percent  of  those  served  by  rental  housing  programs 
have  incomes  below  50  percent  of  the  area  median  income. 

Our  request  for  direct  rental  housing  loans  is  $220  million,  pro- 
viding about  5,270  families  with  rental  housing.  For  fiscal  year 
1995,  $20  million  of  the  multi-family  loans  are  targeted  for 
empowerment  zones  and  enterprise  communities. 

Our  request  for  rental  assistance  is  $523  million.  This  will  allow 
us  to  renew  all  expiring  contracts  for  fiscal  year  1995,  plus  provid- 
ing servicing  of  about  8,700  units  for  current  projects  with  exces- 
sive vacancy  rates  and/or  tenants  who  have  extreme  rent  overbur- 
den. 

We  are  requesting  $25  million  for  housing  vouchers  for  use  in 
communities  where  an  adequate  supply  of  rental  housing  or  apart- 
ments are  available. 

We  did  not  forget  your  challenge  to  us  last  year  to  reduce  the  pa- 
perwork burdens  imposed  on  borrowers.  We  are  in  agreement  with 
your  concerns  as  we  work  daily  to  transfer  Farmers  Home  into  an 
agency  that  puts  the  customers  first. 

For  instance,  for  the  emergency  loans  for  last  summer's  floods, 
our  field  officers  met  with  farmers  and  asked  for  information  that 
enabled  us  to  use  laptop  computers  to  calculate  eligibility  while  at 
the  farmer's  kitchen  table,  eliminating  the  requirements  to  com- 
plete three  complex  forms  in  the  process. 

In  July,  our  certified  lender  program  combined  eight  forms  and 
seven  certifications  into  one  form.  We  are  proposing  the  same 
changes  for  our  direct  programs. 

We  are  planning  to  streamline  the  502  housing  application  by 
using  uniform  residential  loan  application  used  by  VA  and  HUD 
and  private  banks.  The  target  date  for  implementation  of  this  is 
May  1st. 

For  administrative  expenses  in  fiscal  1995,  our  overall  appropria- 
tion request  is  $715.8  million.  This  includes  funds  for  Farmers 
Home  Administration,  the  Rural  Development  Administration,  as 
well  as  the  cooperative  programs  previously  administered  by  the 
Agricultural  Cooperative  Service. 

This  request  is  about  $20.5  million  below  the  current  year,  and 
requires  a  reduction  of  150  staff  years. 

We  believe  that  USDA's  reorganization,  including  the  creation  of 
the  new  Farm  Service  Agency,  will  enable  us  to  achieve  these 
goals. 
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Mr.  Chairman,  I  appreciate  the  opportunity  to  be  here  in  front 
of  the  committee  today,  and  would  be  happy  to  answer  any  ques- 
tions that  you  might  have. 

Testimony  of  RDA  Administrator 

Mr.  Durbin.  Thank  you.  Mr.  Peer,  would  you  like  to  give  us  your 
summary? 

Mr.  Peer.  I'm  Wilbur  Peer,  Acting  Administrator  of  the  Rural 
Development  Administration.  With  your  permission,  Mr.  Chair- 
man, I  would  like  to  submit  my  full  testimony  for  the  record. 

Mr.  Durbin.  Without  objection. 

Mr.  Peer.  I'm  pleased  to  present  the  administration's  request  for 
fiscal  year  1995  appropriations  for  the  programs  that  are  currently 
the  responsibility  of  the  Rural  Development  Administration. 

These  programs  will  help  rural  America  to  grow  by  financing 
needed  community  facilities  and  infrastructure,  assisting  business 
development  and  development  of  effective  strategies  for  community 
economic  development.  This  will  save  and  create  jobs  in  rural 
America. 

As  of  September  30th,  1993,  RDA  had  about  11,500  borrowers 
owing  a  total  of  about  $6.1  billion. 

The  water  and  waste  loan  request  is  for  $977  million,  an  increase 
of  $143  million.  As  a  major  step  in  helping  the  Administration's 
goal  of  providing  safe  drinking  water  and  adequate  waste  disposal 
services  at  reasonable  user  rates,  the  poverty  rate  will  be  lowered 
to  4.5  percent. 

Our  request  for  water  and  waste  grants  is  $525  million,  an  in- 
crease of  $37.5  million. 

For  rural  telecommunication  partnership  loans  an  appropriation 
of  $15  million  is  requested.  These  loans  will  enhance  the  business 
environment  by  providing  facilities  not  normally  available  to  rural 
areas.  Funds  may  be  used  for  telecommunication  equipment  and 
facilities  such  as  computers  with  communication  abilities,  enhanced 
emergency  911  systems,  multi-frequency  tone  signal  systems,  and 
voice  mail  systems. 

The  request  for  the  intermediary  relending  program  is  $125  mil- 
lion, an  increase  of  $25  million.  The  average  size  of  an  IRP  loan 
is  just  over  $1  million.  An  example  of  an  IRP  loan  made  in  FY 
1993  was  in  Owatonna,  Minnesota  for  $750,000  that  will  assist  ap- 
proximately 12  businesses  through  a  revolving  loan  fund. 

This  program  level  would  result  in  about  125  loans  to 
intermediary  organizations  to  provide  financial  assistance  to  busi- 
nesses throughout  rural  America. 

The  request  for  guaranteed  business  and  industry  loans  is  $1.1 
billion,  an  increase  of  $867  million.  This  program  will  enhance  the 
existing  private  credit  market  by  adding  guarantees,  when  needed, 
for  business  loans,  which  will  create  or  save  jobs. 

Because  the  subsidy  cost  of  this  program  is  very  low,  the  pro- 
gram level  requires  only  $10.6  million  in  budget  authority. 

The  rural  business  enterprise  grant  program  request  is  $50  mil- 
lion, an  increase  of  $7.5  million.  At  $50  million,  we  project  funding 
approximately  245  grants,  which  will  assist  approximately  1800 
businesses  and  create  approximately  13,000  new  jobs. 
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An  example  is  a  project  funded  at  $150,000  in  Springfield,  Ohio 
to  purchase  rail  lines  to  provide  freight  service  to  help  retain  two 
manufacturing  businesses  and  start  up  one  new  business  in  the 
area.  This  is  a  small  portion  of  the  overall  funding  for  the  project 
which  will  total  more  than  $2  million  from  various  other  funding 
sources,  and  is  projected  to  eventually  create  or  save  approximately 
200  new  jobs. 

The  requested  program  level  for  rural  technology  and  cooperative 
development  grants  is  $5  million.  These  grants  will  be  made  avail- 
able to  public  bodies  and  non-profit  organizations  to  fund  establish- 
ment and  operation  of  centers  for  rural  technology  or  cooperative 
development,  with  the  primary  purpose  being  the  improvement  of 
economic  conditions  in  rural  areas. 

An  example  would  be  a  grant  to  a  non-profit  organization  to  es- 
tablish a  technology  development  center,  which  would  provide  tech- 
nical assistance  and  training  for  businesses  that  are  developing 
new  products  and  processes. 

Five  million  dollars  is  requested  for  rural  technical  assistance 
and  planning  grants  to  assist  in  the  economic  development  of  rural 
areas  by  providing  technical  assistance  for  business  development 
and  economic  planning. 

An  example  would  be  a  grant  to  a  non-profit  organization  to  es- 
tablish a  business  support  center  which  would  provide  technical  as- 
sistance, marketing  assistance,  financial  packaging  and  so  forth,  to 
start  small  businesses  in  rural  areas. 

Three  hundred  million  is  requested  for  direct  community  facili- 
ties loans,  a  $75  million  increase.  The  poverty  interest  rate  for  the 
community  facilities  loan  program  will  also  be  reduced  to  4.5  per- 
cent. Also,  $75  million  is  requested  for  guaranteed  loans. 

Five  million  dollars  is  requested  for  fire  protection  grants,  an  in- 
crease of  $1.5  million.  These  funds  are  used  for  training  and  equip- 
ment for  rural  fire  departments. 

The  empowerment  zone  and  enterprise  community  programs  en- 
acted last  year  will  demonstrate,  in  33  low-income  rural  commu- 
nities how  innovative,  comprehensive,  strategic  alliances  between 
public,  private  and  non-profit  entities  can  help  promote  long-term 
community  and  economic  self-sufficiency. 

The  appropriation  request  earmarks,  $73  million  in  loan  funds, 
from  the  water  and  waste  community  facilities,  business  and  indus- 
try and  intermediary  relending  programs,  and  $30  million  in 
grants  from  the  water  and  waste,  and  rural  business  enterprise 
programs  for  empowerment  zones  and  enterprise  communities. 

In  an  effort  to  better  target  the  higher  program  levels  requested, 
and  help  rural  communities  in  preparing  for  the  challenges  of  the 
21st  century,  RDA  has  initiated  a  strategic  development  effort. 
Each  state  FmHA/RDA  state  office  is  developing  a  strategic  plan  to 
target  it's  own  financial,  personnel  and  organizational  resources  on 
high-priority  efforts. 

State  rural  development  councils  represent  a  "bottom-up"  ap- 
proach to  resolving  rural  development  issues  tailored  to  local  condi- 
tions. Council  members  include  Federal,  State,  local,  and  Tribal 
governments,  the  private  for-profit,  and  non-profit  sectors  and  com- 
munity-based organizations. 
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The  Department  supported  this  effort  in  1994  with  $3.5  million, 
and  plans  to  provide  another  $3.5  million  for  this  effort  in  1995. 

Salaries  and  expenses  of  the  Rural  Development  Administration, 
including  cooperative  services,  are  contained  in  the  FmHA  request 
for  FY  1995. 

The  Agricultural  Cooperative  Service  now  reports  to  the  Under 
Secretary  for  Small  Community  and  Rural  Development,  and  is 
merged  into  the  Rural  Development  Administration.  Under  the 
Secretary's  proposed  reorganization,  it  will  become  a  component  of 
the  Rural  Business  and  Cooperative  Development  Service. 

The  basic  functions  of  the  cooperative  service  will  remain  the 
same.  We  will  be  requesting  authority  from  Congress  to  extend 
these  services  to  non-farm  applications  in  order  to  more  fully  carry 
out  the  Department's  rural  development  responsibilities. 

This  concludes  my  opening  comments.  Thank  you  very  much. 

[Clerk's  NOTES. — The  Under  Secretary,  Administrator  of  Farm- 
ers Home  Administration,  and  Acting  Administrator  of  Rural  De- 
velopment Administration  statements'  appear  on  pages  300 
through  327.  A  biographical  sketch  for  Mr.  Peer  appears  on  page 
328.  The  Explanatory  Notes  appear  on  pages  329  through  466.] 

BUSINESS  AND  INDUSTRY  LOAN  PROGRAM 

Mr.  Durbin.  Thank  you,  Mr.  Peer.  Let  me  ask  you  first  two  or 
three  questions.  First,  we  are  concerned  with  our  analysis  that 
your  request  for  the  industrial  development  loan  program  shows  a 
very  large  increase,  from  $249  million  to  over  $1.1  billion. 

These  are  guaranteed  loans,  and  we  are  of  course  very  concerned 
about  the  default  rate  if  these  are  not  managed  well.  History  tells 
us  back  in  the  late  1970's  when  this  program  or  its  predecessor  was 
increased  dramatically,  problems  occurred.  Funding  increased  from 
about  $350  million  to  over  a  billion.  There  were  significant  defaults 
which  were  much  higher  than  before.  This  suggested  that  the  port- 
folio was  not  being  managed  very  well,  and  that  many  loans  were 
being  given  which  should  not  have  been. 

What  kind  of  assurance  can  you  give  us  that  this  history  is  not 
going  to  repeat  itself? 

Mr.  Peer.  First  of  all,  Mr.  Chairman,  we  believe  that  we've 
gained  the  experience  and  capability  to  manage  these  funds,  and 
a  substantial  need  exists.  To  get  the  funds  out,  we  propose  to  pro- 
vide more  extensive  training  of  our  personnel  in  the  field  and  do 
an  extensive  amount  of  outreach. 

Currently  the  guarantees  that  we  make  to  banks  average  about 
1.1  loan  per  bank.  We  want  to  extend  our  outreach  effort  to  put 
more  funds  out.  That  way  we  believe  we  will  make  quality  loans. 

Mr.  Durbin.  Don't  you  have  a  problem  with  personnel  cut-backs 
at  the  same  time  which  makes  it  additionally  difficult  to  monitor 
these  and  review  them  properly? 

Mr.  Peer.  Yes,  we  do.  However,  we  are  reviewing  our  regulations 
and  the  application  procedures,  in  order  to  streamline  the  applica- 
tion process,  and  probably  go  to  something  called  certified  lenders 
to  help  us  with  the  delivery  of  our  program. 
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WATER  AND  WASTE  DISPOSAL  LOAN  PROGRAM 

Mr.  Durbin.  We  will  probably  have  some  follow-up  questions  on 
that  area.  An  item  came  up  yesterday  from  a  public  witness  which 
I  wanted  to  ask  you  about  today,  in  the  area  of  water  and  waste 
disposal  loans. 

This  witness  told  us  that  currently  the  engineering  firm  that 
submits  the  preliminary  engineering  report  on  the  need  for  this 
system,  may  ultimately  be  the  same  firm  that  does  the  design  and 
construction  inspection  if  a  community-owned  water  system  is 
funded. 

This  witness  suggested  that  this  situation  creates  potential  con- 
flict of  interest,  or  at  least  the  appearance  of  one.  Have  you  re- 
viewed that?  Do  you  disagree  with  that  finding? 

Mr.  Peer.  Well,  if  I  may  talk  a  little  bit  about  my  own  personal 
experience  from  having  helped  develop  rural  water  and  sewer  sys- 
tems in  rural  America,  one  of  the  ways  that  most  rural  commu- 
nities get  their  system  designed  and  funded  is  by  engineering  firms 
taking  a  chance,  working  on  a  contingency  basis. 

However,  we  don't  see  that  as  being  a  conflict  of  interest.  They 
act  as  representatives  for  the  communities.  I  would  like  to  defer 
that,  however,  to  Glenn  Bennett,  the  Acting  Associate  Adminis- 
trator. 

Do  you  have  any  comments  on  that? 

Mr.  Durbin.  Mr.  Nash. 

Mr.  Nash.  Yes,  Mr.  Chairman,  Mr.  Bennett,  has  been  with  the 
USD  A  for  approximately  30  years,  and  I  would  like  to  ask  him  to 
respond  to  that  question. 

Mr.  Durbin.  Sure.  Would  you  come  to  the  table  and  identify 
yourself?  We  would  be  glad  to  hear  your  comment. 

Mr.  Nash.  Please  come  up  and  identify  yourself. 

Mr.  Bennett.  I'm  Glenn  Bennett,  Acting  Associate  Administrator 
of  the  Rural  Development  Administration. 

Mr.  Chairman,  I'm  not  real  sure  of  the  point  you  are  getting  at. 
Let  me  just  make  a  couple  of  comments.  There  are  times,  which 
are  very  seldom,  that  we  do  authorize  the  construction  of  a  project 
on  what  we  call  design/construct  where  you  might  have  a  close 
working  relationship  between  the  design,  construction,  and  inspec- 
tion by  one  firm. 

But  normally,  in  the  construction  of  a  water  facility,  you  would 
have  a  project  engineer  that  would  design  the  facility.  The  project 
would  be  competitively  bid  and  a  contractor  selected  to  construct 
the  facility.  There  would  be  an  inspector  to  oversee  the  project  dur- 
ing construction.  This  inspector  is  normally  hired  by  the  engineer, 
but  can  be  hired  directly  by  the  owner  of  the  facility. 

INSPECTION  OF  WATER  AND  WASTE  SYSTEMS 

Mr.  Durbin.  Let  me  clarify  what  he  was  talking  about,  since  I 
am  not  that  familiar  with  it.  It  involved  a  preliminary  engineering 
report  on  the  need  for  a  system.  The  same  engineering  firm  that 
asserts  that  there  is  a  need  for  a  community-owned  central  water 
system  then  goes  on  to  be  the  firm  that  designs,  builds,  and  in- 
spects the  system.  There  is  a  potential  conflict  of  interest,  or  the 
appearance  of  conflict  since  the  firm  played  both  roles. 
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Mr.  Bennett.  I  think  it  would  not  be  uncommon  to  have  the 
same  firm  that  did  the  preliminary  work,  design  the  system.  It 
would  be  unique  if  you  did  not  have  an  independent  contractor  per- 
forming the  construction  of  that  facility. 

Mr.  Durbin.  So  the  inspection  would  be  done  by  a  separate  firm. 

Mr.  Bennett.  The  most  common  consulting  engineering  contract 
with  the  owner  makes  the  consulting  engineer  responsible  for  in- 
spections. The  construction  inspector  reviews  the  work  of  the  con- 
tractor to  ascertain  that  the  contractor  is  conforming  with  the  de- 
sign concept.  Construction  is  done  by  an  independent  contractor. 

CLOSING  OF  RDA  REGIONAL  OFFICES 

Mr.  Durbin.  Thank  you  very  much,  Mr.  Bennett.  Mr.  Peer,  we 
spent  a  lot  of  time  last  year  discussing  the  closure  of  the  RDA  re- 
gional offices,  and  it  was  the  opinion  of  this  subcommittee  and  fi- 
nally of  Congress  that  the  seven  regional  offices  would  be  closed. 

Now,  that  was  a  painful  decision  because  it  involved  offices  in 
the  home  districts  of  even  some  members  of  this  subcommittee,  and 
I  heard  a  lot  about  it,  I  might  add. 

But  we  did  say  to  them  that  in  an  effort  to  treat  the  employees 
in  a  fair  manner,  we  would  give  them  six  months  to  close  the  of- 
fices. This  meant  that  the  offices  would  be  open  until  April  1st  of 
this  year. 

Would  you  please  tell  me  when  the  employees  were  notified  of 
the  closure  of  these  offices,  and  whether  they  have  all  been  notified 
of  where  they  are  going  to  be  transferred  to? 

Mr.  Peer.  Yes,  they  have  all  been  notified.  Affected  employees 
were  sent  directed  reassignment  letters  on  February  28th.  They 
were  notified  of  the  closing  of  the  offices  right  after  Congress's 
mandate,  which  was  October  21st,  I  believe. 

Mr.  Durbin.  When  was  it? 

Mr.  Peer.  Congress  directed  that  the  Department  close  the  of- 
fices. 

Mr.  Durbin.  Yes. 

Mr.  Peer.  In  October,  I  believe. 

Mr.  Durbin.  Yes. 

Mr.  Peer.  If  I  am  correct  on  that.  I'm  not  certain  of  the  date  of 
the  teleconference  where  we  notified  them. 

Mr.  Durbin.  Well,  for  me 

Mr.  Peer.  Or  it  was  sometime  in  November. 

Mr.  Durbin.  The  information  we  have  is  the  employees  were  no- 
tified January  31st.  Is  that  not  what  your  records  indicate? 

Mr.  Peer.  No,  sir. 

Mr.  Durbin.  All  right,  but  you  are  saying  that  they  were  notified 
back  in  October  that  the  offices  were  going  to  be  closed. 

Mr.  Peer.  I  am  not  certain  of  the  exact  date,  but  they  were  noti- 
fied either  in  October  or  November  with  a  teleconference,  and  if  I 
may  comment  further  on  this. 

Mr.  Durbin.  Sure,  of  course. 

RDA  FIELD  STAFFING 

Mr.  Peer.  As  you  know,  or  may  not  know,  Mr.  Chairman,  when 
I  assumed  the  responsibility  of  Acting  Administrator  of  the  Rural 
Development  Administration,  one  of  the  things  that  I  learned  was 
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that  the  programs  administered  by  RDA  were  being  delivered  by 
employees  detailed  from  Farmers  Home  Administration. 

The  Under  Secretary's  office  granted  us  permission  to  have  100 
percent  detailed  employees  by  Farmers  Home  Administration  to  de- 
liver the  programs.  We  were  in  the  process  prior  to  Congress's 
mandate  of  closing  those  offices,  of  identifying  what  people  would 
be  located  in  the  field  offices  to  deliver  the  RDA  programs. 

However,  after  Congress's  mandate,  we  had  to  regroup.  We  had 
the  State  Directors  of  Farmers  Home  Administration,  the  Regional 
Directors  of  RDA,  and  the  Community  Program  Chiefs  in  the 
States  up  with  a  plan  of  delivering  the  programs  of  RDA. 

We  asked  them  to  identify  the  positions  based  on  the  FTEs  that 
were  given  to  us  by  Farmers  Home  Administration,  and  where  they 
would  be  located.  After  that  plan  was  submitted,  we  asked  the 
same  group  to  submit  names  to  coincide  with  the  positions. 

Now,  the  decision  was  made  by  the  Department  that  the  State 
Directors  of  Farmers  Home  Administration/RDA  would  have  the  re- 
sponsibility of  delivering  RDA's  programs.  We  had  several  factors 
in  play  here.  We  had  one,  the  mandate  of  Congress;  and  two,  the 
directive  from  the  Department  in  the  closing  of  the  offices.  Every 
employee,  it  was  decided,  should  be  given  the  opportunity  to  retain 
pay  and  grade  without  using  the  reduction  in  force  process. 

NOTIFICATION  OF  OFFICE  CLOSINGS 

Mr.  Durbin.  I'm  sorry  to  interrupt  you,  but  the  question  that  I 
want  answered  is  when  were  the  employees  notified  of  their  reas- 
signment? 

Mr.  Peer.  February  28th. 

Mr.  Durbin.  February  28th.  Well,  we're  dealing  with  employees 
being  notified  a  little  more  than  30  days  before  the  actual  closure 
of  the  office  about  their  reassignment,  when  in  fact,  the  agency  has 
known  about  this  since  last  October. 

Mr.  Peer.  Right. 

Mr.  Durbin.  This  seems  to  create  a  hardship  which  we  were  try- 
ing to  avoid  by  extending  the  term  of  these  RDA  offices  by  an  addi- 
tional six  months.  I  just  hope  there  is  a  way  that  your  agency  and 
the  Department  can  work  with  these  employees  and  their  families. 

We  want  to  save  the  money  by  closing  the  offices,  but  we  want 
to  treat  people  fairly. 

Mr.  Peer.  Fine. 

RDA  REGIONAL  OFFICE  PERSONNEL 

Mr.  Durbin.  And  if  in  fact  they  were  notified  February  28th  or 
March  1st,  whatever  it  happens  to  be,  that  is  a  pretty  short  time 
frame  to  deal  with  an  important  family  decision. 

Congress  was  specific  in  its  intent  that  USDA  close  the  regional 
offices  but  allowed  until  April  1,  1994,  so  there  could  be  an  orderly 
shut  down.  What  is  the  exact  date  of  closure  for  each  of  the  seven 
offices?  Have  all  employees  been  offered  new  assignments?  Have 
they  all  been  relocated? 

Mr.  Peer.  All  seven  regional  offices  are  scheduled  to  be  closed  as 
of  April  1,  1994.  All  employees  have  been  offered  new  assignments 
within  Rural  Development — RDA — or  Farmers  Home  Administra- 
tion— FmHA — for  the  continued  implementation  of  RDA  programs 
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in  rural  America.  National  office  employees  traveled  to  the  seven 
regional  offices  beginning  on  March  3,  1994,  and  ending  on  March 
8,  1994,  to  further  explain  to  all  regional  employees  the  regional 
office  closure  procedures.  During  the  trips  to  the  regional  offices,  it 
was  also  explained  to  the  employees  their  rights  and  entitlements 
as  they  relate  to  the  directed  reassignments  under  civil  service 
laws  and  regulations.  There  were  some  employees  that  elected  to 
seek  other  employment  or  to  retire.  Employees  are  proceeding  with 
their  relocation  activities  to  their  reassigned  duty  stations. 

Mr.  Nash.  Yes,  Mr.  Chairman.  Let  me  make  one  quick  comment, 
if  I  could.  You  are  absolutely  correct,  the  notification  was  late.  We 
did  notify  them  earlier  that  the  offices  were  going  to  be  closed,  but 
not  exactly  where  they  were  going  to  be  placed. 

I  can  assure  you,  Mr.  Chairman,  that  we  will  be  extremely  sen- 
sitive, much  more  than  we  have  been,  to  these  employees  and  their 
families.  The  offices  must  close,  and  we  will  close  them.  We  would 
like  to  see  them  closed  also,  but  we  will  be  extremely  sensitive  to 
those  needs. 

Mr.  Durbin.  OK,  thank  you. 

Mr.  Nash.  Thank  you. 

SUBSIDY  RATES  FOR  RURAL  DEVELOPMENT  LOAN  PROGRAMS 

Mr.  Durbin.  Mr.  Peer,  for  the  record,  would  you  please  provide 
a  table  which  lists  the  subsidy  rates  for  fiscal  years  1993,  1994, 
and  1995  for  all  the  rural  development  loan  programs? 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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RURAL  DEVELOPMENT  ADMINISTRATION 
Credit  Rotor rn  Cohorts  Subsidy  Rates  lor  FY  1993.  FY  1994,  and  FY  199S 


FY  1993 
Weighted  Ave.  FY  1 994  FY  1994 
Obligated  Appropriated  2nd    Qtr 
Subsidy  Rate  Subsidy  Rate  Subsidy  Rate 
(percent)  (percent)  (percent) 


Rural  Development  Insurance  Fund  Program  Account 
Water  and  Sewer  Loans: 

Direct 

Guaranteed 

Community  Facility  Loans: 

Direct 

Guaranteed 

Business  and  Industry  Loans: 

Guaranteed 

FY  1992/93  Natural  Disaster  Business  and  Industry  Loans: 

Guaranteed 3/ 

FY  1993/94  Natural  Disaster  Business  and  Industry  Loans: 

Guaranteed ,i At 

FY  1993/94  Subsidized  Natural  Diaaster  Business  and  Industry  Loans: 

Guaranteed 5/ 

Rural  Development  Loan  Fund  Program  Account 

Direct 

Rural  Telecommunication  Partnership  Loan  Fund  Program  Account 

Direct B/ 

Alcohol  Fuela  Credit  Guars,  tee  Fund  Program  Account 

Guaranteed J] 

Transfer  Programs  from  ACIF:  8/ 

Direct  Watershed  and  Flood  Prevention  loans... 
Direct  Resource  Conserv.  and  Dev.  Lna 


12.87% 
-0  72%  1/ 


8.04% 
-0.45%!/ 


1388% 
-1.30%  1/ 


966% 

5.07% 


12  14% 
-1.14%  1/ 


9.05% 
5  11% 


FY  1995 
Pres  Budget 
Subsidy  Rate 

(percent) 

13  97% 

N/a        2; 


9  50% 
4.97% 


0  95% 


5.44% 

N/A 

N/A 

N/A 

N/A 

N/A 

0.95% 

N/A 

N/A 

N/A 

N/A 

N/A 

54  22% 

56.00% 

53.55% 

52 

N/A 


0  00% 


0.00% 
0.00% 


N/A 


N/A 


-33.70%  1/ 
-27.00%  1/ 


N/A 


-53.55%  \J 
-39.83%!/ 


4  24% 


N/A 


-49.91%!/ 
-39.87%!/ 


!/  Because  a  negative  subsidy  rate  was  calculated,  no  subsidy  was  appropriated.  The  negative  subsidy  rates  shown  for  informational 

purposes  only. 
2    There  Is  no  funding  requested  for  this  program  in  FY  1995,  therefore  no  subsidy  rate  is  shown. 

3/  This  funding  was  from  the  Dire  Emergency  Supplemental  Appropriations  Act  This  funding  expired  on  September  30,  1993. 
4/  This  funding  was  from  the  FY  1993  Midwest  Supplemental  Act  This  funding  expires  on  June  30,  1994. 
5/  These  funds  are  carryover  from  the  FY  1993  Supplemental  Appropriations  Act  This  funding  expires  on  September  30,  1994    Because  the 

regulations  for  this  program  have  not  been  finalized,  no  subsidy  was  calculated  at  this  time. 
6/  This  program  was  not  requested  until  FY  1995,  therefore,  no  subsidy  rates  are  shown  for  FY  1993  or  FY  1994. 
7/  This  program  waa  appropriated  in  FY  1993  with  the  funding  available  for  obligation  until  FY  2009.   Ni  funding  was  obligated  in  FY  1993 

Because  no  additional  funding  was  requested  for  FY  1994  or  FY  1995,  no  subsidy  rates  are  shown. 
8/  These  are  FmHA  programs  that  are  administered  by  RDA. 
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Mr.  Durbin.  Please  provide  a  table  showing  a  breakout  of  pro- 
gram accounts  and  reimbursements  of  salaries  and  expenses  fund- 
ing for  the  Rural  Development  Administration  for  fiscal  years  1994 
and  1995  based  on  current  law  and  a  column  showing  all  sources 
under  the  proposed  reorganization. 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

RURAL  DEVELOPMENT  ADMINISTRATION 

[Salaries  and  Expenses] 


Fiscal  year — 


Salaries  and  expenses  source 


1994  current  law      1995  current  law       ^Son 


Rural  Development  Insurance  Fund  Program  Account 

Rural  Development  Loan  Fund  Program  account 

ACS  Direct  program  

RUS  Program  account 

RHCDS  Program  account  

RBCDS  Program  account  

Rural  Telecommunication  Partnership  Loan  Program  account 

Total  available  salaries  and  expenses 


$58,194,000        $57,727,000 


1,481.000 
4,593,000 


2,177,000 
5,327,000 


1,503,000 


64,268,000 


66,734.000 


$2,177,000 
5,327,000 
17,622.000 
24,739,000 
15,366.000 
1,503,000 


66,734,000 


EMPOWERMENT  ZONES  AND  ENTERPRISE  COMMUNITIES 

Mr.  Durbin.  Several  RDA  accounts  have  proposed  language  re- 
lated to  empowerment  zones  and  enterprise  communities.  Are  all 
rules  and  regulations  in  place  for  selection  of  the  eligible  areas? 
When  will  they  be  ready? 

Mr.  Peer.  Interim  regulations  were  published  in  the  Federal 
Register  on  January  18.  We  received  a  number  of  comments  per- 
taining to  these  regulations  and  we  anticipate  making  some 
changes  before  publishing  a  final  rule.  We  anticipate  publishing  a 
final  rule  in  the  near  future. 

Mr.  Durbin.  Describe  the  selection  process.  Have  any  areas  been 
identified? 

Mr.  Peer.  To  be  selected  as  an  empowerment  zone  or  enterprise 
community,  a  community  must  first  meet  the  poverty  rate,  popu- 
lation size,  and  area  criteria  specified  in  the  authorizing  statute. 
Then,  the  strategic  plans  of  the  communities  will  be  evaluated.  We 
will  assess  the  strategic  plans  according  to  the  extent  to  which  they 
promote  economic  opportunity,  sustainable  community  develop- 
ment, community-based  partnerships,  and  a  strategic  vision  for 
change.  We  have  heard  from  many  communities  that  intend  to  pre- 
pare strategic  plans  and  apply  for  the  program.  The  deadline  for 
applications  is  June  30,  1994. 

Mr.  Durbin.  For  the  record,  please  provide  a  list  of  RDA  ac- 
counts and  amounts  where  you  have  requested  earmarks  for 
empowerment  zones  and  enterprise  communities. 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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Rural  Development  Administration — Presidential  Initiative  for  Empowerment  Zones 
and  Enterprise  Communities  (Dollars  in  thousands) 

Loan  Programs:  Fiscal  year  1995 

program  level 

Rural  Development  Insurance  Fund: 

Direct  Water  and  Waste  Disposal  Loans  $20,000 

Direct  Community  Facility  Loans  13,000 

Guaranteed  Business  and  Industry  Loans 25,000 

Rural  Development  Loan  Fund: 

Intermediary  Relending  Loans 15,000 

Subtotal,  Loan  Programs 73,000 

Grant  Programs: 

Rural  Water  and  Waste  Disposal  Grants 20,000 

Rural  Business  Enterprise  Grants  10,000 

Subtotal,  Grants  Programs  30.000 

Total  Program  Level  $103,000 

USER  FEES 

Mr.  Durbin.  During  fiscal  year  1993,  what  user  fees  were  col- 
lected for  RDIF  accounts? 

Mr.  Peer.  In  fiscal  year  1993,  $1,835,497  was  collected  for  RDIF 
guarantee  fees. 

COMMUNITY  FACILITY  LOANS 

Mr.  Durbin.  Please  provide  for  the  record  a  ten-year  table  show- 
ing the  number  and  dollar  amount  of  community  facility  loans 
made  by  fiscal  year.  Also  show  the  breakout  of  direct  and  guaran- 
teed loans  since  the  start  of  the  program  in  1990. 

Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 

[The  information  follows:] 

COMMUNITY  FACILITY  LOANS  OBLIGATED 

[FY  1985  through  FY  1994— dollars  in  thousands] 

Number  of  loans  Amount 

Direct 
Fiscal  year: 

1985  

1986  

1987  

1988  

1989  

1990  

1991  

1992  

1993  

1994  

Guaranteed 

1990  

1991  

1992  

1993  

1994  

'  As  of  March  8,  1994. 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
amount  and  number  of  guaranteed  community  facility  loans  and  a 
table  for  direct  community  facility  loans,  by  State,  for  fiscal  years 
1993  and  1994. 


214 

$115,000 

192 

95,700 

217 

95.700 

234 

95,700 

304 

95,700 

265 

94,381 

273 

100,000 

241 

100,000 

206 

100,000 

'71 

1 42,832 

10 

13.599 

32 

25,000 

31 

25,000 

53 

52,346 

'10 

1 5,001 
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Mr    Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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GUARANTEED  AND  DIRECT  COMMUNITY  FACILITIES  LOANS  OBLIGATED 
BY  STATE  FY  1993 
(Dollars  in  Thousands) 


NUMBER 

DIRECT 

NUMBER 

STATE 

DIRECT 

AMOUNT 

GUARANTEED 

AMOUNT 

Alabama 

2 

$265 

0 

0 

Alaska 

1 

290 

1 

$400 

Arizona 

1 

900 

0 

0 

Arkansas 

4 

923 

0 

0 

California 

2 

833 

0 

0 

Colorado 

4 

830 

0 

0 

Connecticut 

1 

738 

0 

0 

Delaware 

0 

0 

0 

0 

Fnorida 

3 

°  640 

1 

630 

Georgia 

2 

1,878 

1 

2,637 

Hawaii 

0 

0 

0 

0 

Idaho 

1 

573 

0 

0 

Illinois 

7 

1,225 

3 

5,700 

Indiana 

2 

3,570 

0 

0 

Iowa 

8 

1,551 

2 

1,013 

Kansas 

2 

552 

1 

79 

Kentucky 

4 

3,545 

1 

3,000 

Louisiana 

7 

7,625 

2 

972 

Maine 

21 

8,015 

3 

764 

Maryland 

5 

2,470 

0 

0 

Massachusetts 

4 

3,014 

2 

885 

Michigan 

2 

2,765 

0 

0 

Minnesota 

10 

4,058 

34 

2,860 

Mississippi 

2 

225 

0 

0 

Missouri 

4 

2,756 

2 

1,525 

Montana 

0 

0 

2 

735 

Nebraska 

2 

707 

1 

430 

Nevada 

1 

1,525 

0 

0 

New  Hampshire 

7 

1,306 

0 

0 

New  Jersey 

4 

1,370 

0 

0 

New  Mexico 

0 

0 

1 

88 

New  York 

7 

1,448 

2 

5,020 

North  Carolina 

19 

2,799 

1 

10,000 

North  Dakota 

0 

0 

1 

675 

Ohio 

5 

5,031 

3 

1,640 

Oklahoma 

2 

2,586 

2 

125 

Oregon 

3 

570 

0 

0 

Pennsylvania 

5 

2,499 

2 

6,385 

Puerto  Rico 

6 

4,438 

0 

0 

Rhode  Island 

4 

1,349 

1 

403 

South  Carolina 

5 

2,033 

2 

497 

South  Dakota 

1 

720 

3 

210 

Tennessee 

5 

2,960 

0 

0 

Texas 

3 

4,762 

0 

0 

Utah 

4 

5,725 

0 

0 

Vermont 

1 

475 

3 

715 

Virginia 

11 

3,179 

2 

845 

Virgin  Islands 

0 

0 

0 

0 

Washington 

] 

200 

1 

707 

West  Virginia 

8 

1,964 

0 

0 

W.  Pacific  Terr 

0 

0 

0 

0 

Wisconsin 

1 

738 

1 

1,900 

Wyoming 

1 

375 

2 

1,506 

TOTALS 

206 

$100,000 

53 

$52,346 
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GUARANTEED  AND  DIRECT  COMMUNITY  FACILITIES  LOANS  OBLIGATED 
BY  STATE  FY  1994 
AS  OF  FEBRUARY  26,  1994 
(Dollars  in  Thousands) 


STATE 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Virgin  Islands 

Washington 

West  Virginia 

W.  Pacific  Terr 

Wisconsin 

Wyoming 

TOTALS 


NUMBER 

DIRECT 

NUMBER 

DIRECT 

AMOUNT 

GUARANTEED 

AMOUNT 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

$491 

0 

0 

0 

0 

1 

$100 

0 

0 

0 

0 

0 

0 

1 

1,668 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

380 

0 

0 

0 

0 

0 

0 

1 

72 

0 

0 

0 

0 

0 

0 

1 

2,600 

0 

0 

3 

3,126 

0 

0 

10 

2,431 

0 

0 

2 

397 

0 

0 

0 

0 

0 

0 

2 

6,720 

1 

865 

3 

1,612 

4 

1,122 

2 

240 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

6 

1,146 

1 

1,800 

5 

1,509 

0 

0 

1 

2,520 

1 

400 

3 

1,820 

0 

0 

1 

54 

0 

0 

0 

0 

1 

173 

1 

1,830 

0 

0 

0 

0 

0 

0 

1 

63 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

500 

0 

0 

2 

83 

0 

0 

2 

537 

0 

0 

1 

100 

0 

0 

6 

4,265 

0 

0 

1 

225 

0 

0 

2 

2.769 

0 

0 

2 

297 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

2 

282 

0 

0 

64 


$37,346 


$4,851 
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COMMUNITY  FACILITIES  FUNDING 

Mr.  Durbin.  How  many  applications  for  direct  and  guaranteed 
loans  were  pending  at  the  end  of  1993?  What  is  the  current  backlog 
of  pending  loans?  Did  any  of  the  funds  provided  in  fiscal  year  1993 
go  unused? 

Mr.  Peer.  At  the  end  of  fiscal  year  1993,  there  were  224 
preapplications  and  applications  on  hand  totaling  $176.4  million  for 
direct  loan  funds,  and  29  preapplications  and  applications  on  hand 
totaling  $25.4  million  for  guaranteed  funds.  As  of  March  7,  1994, 
there  are  257  preapplications  and  applications  on  hand  totaling 
$221.5  million  for  direct  funds,  and  20  preapplications  and  applica- 
tions on  hand  totaling  $16.2  for  guaranteed  loan  funds. 

Direct  loan  allocations  for  fiscal  year  1993  were  fully  utilized, 
and  53  percent  of  the  guaranteed  loan  funds  were  utilized. 

community  facilities  hydroelectric  generation 

Mr.  Durbin.  For  the  record,  would  you  provide  us  a  list  of  any 
Community  Facility  loans  for  hydroelectric  generation  that  were 
made  during  fiscal  year  1993  and  the  amounts  for  each? 

Mr.  Peer.  There  were  no  Community  Facility  loans  made  for  hy- 
droelectric generation  in  fiscal  year  1993;  however,  a  hydroelectric 
loan  in  the  amount  of  $2,240,000  is  being  processed  and  should  be 
ready  for  approval  this  fiscal  year. 

COMMUNITY  FACILITIES  MEDICAL  CLINICS  AND  HOSPITALS 

Mr.  Durbin.  Also,  list  the  Community  Facility  loans  that  were 
made  for  medical  clinics  and  hospitals  during  fiscal  years  1992, 
1993,  and  so  far  in  1994. 

Mr.  Peer.  I  would  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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RURAL  DEVELOPMENT  INSURANCE  FUND  PROGRAM 

Mr.  Durbin.  For  the  record,  please  provide  a  table  which  lists 
each  of  the  rural  development  insurance  fund  programs,  indicating 
the  amount  requested  by  the  agency,  the  amount  requested  by  the 
Office  of  the  Secretary,  and  the  amount  allowed  by  the  Office  of 
Management  and  Budget. 

Mr.  Peer.  I  will  be  glad  to  provide  that  for  the  record. 

[The  information  follows:] 

RURAL  DEVELOPMENT  INSURANCE  FUND  HISTORY  OF  PROGRAM  LEVELS 
[FY  1995— in  thousands  of  dollars] 

RDA  request  USDA  request  budget'* 

Rural  development  loan  programs: 

Direct  water  and  waste  loans  $1,014,000  $976,853  $976,853 

Guar  water  and  waste  loans  0  0  0 

Dir.  community  facility  loans 518,887  393,877  300,000 

Guar  community  facility  loans 75,000  75,000  75,000 

Guaranteed  B&l  loans 1,116,344  1,116,344  1,116,344 

WATER  AND  WASTE  DISPOSAL  LOANS 

Mr.  Durbin.  Please  provide  a  table  that  shows  the  budget  re- 
quest and  the  appropriation  for  the  past  ten  fiscal  years  for  the 
water  and  sewer  loan  program.  Also,  provide  the  number  of  loans 
for  each  fiscal  year. 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

DIRECT  WATER  AND  WASTE  DISPOSAL  LOANS 
[FY  1985  through  FY  1994 — Dollars  in  Thousands] 

Number  of 
Requested         Appropriated         loans  obli- 
gated 

Direct 
Fiscal  year: 

1985  $250,000    $340,000       783 

1986  50,000    325,380       698 

1987  0    330,380       679 

1988  0    330,380       662 

1989  250,000  332,880  679 

1990  200,000  350,293  686 

1991  300,000  500,000  862 

1992  425,000  600,000  859 

1992/1993  supplemental  0  35,500  0 

1993  600,000  850,000  927 

1994  876,390    834,193      ■  336 

Guaranteed  2 

1990  50,000  t    75,000        0 

1991  50,000     35,000        8 

1992  0     35,000       12 

1993  0     35,500        5 

1994  35,945     35,250 U 

t  As  of  March  8,  1994. 

^Guaranteed  program  has  been  authorized  since  1990. 
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WATER  AND  WASTE  DISPOSAL 

Mr.  Durbin.  How  many  applications  are  currently  on  hand  for 
the  water  and  sewer  loan  program?  What  is  the  total  amount  pend- 
ing? 

Mr.  Peer.  As  of  March  7,  1994,  there  were  1,619  water  and 
waste  disposal  loan  preapplications  and  applications  on  hand  total- 
ling $1.9  billion. 

Mr.  Durbin.  Please  list,  by  State,  the  guaranteed  water  and 
sewer  loans  that  were  made  in  fiscal  years  1993  and  1994. 

Mr.  Peer.  I  will  be  glad  to. 

[The  information  follows:] 

WATER  AND  WASTE  DISPOSAL  GUARANTEED  LOANS 

[Dollars  in  thousands] 

FY  1993  FY  1994 

State 

Colorado  

Florida  

Illinois 

Mississippi  

Oregon  

Pennsylvania  


Loans 

Amount 

Loans 

Amount 

1 

$34 
866 

1 

1 

$1,250 

1 

350 
25 

400 

1 

1 

U.S.  total 5  $1,675 ■  1  $1,250 

>  As  of  March  8.  1994. 

Mr.  Durbin.  In  fiscal  year  1993,  what  percent  of  water  and 
waste  disposal  loans  were  used  for  expansion  of  existing  systems? 

Mr.  Peer.  In  fiscal  year  1993,  63  percent  of  water  and  waste  loan 
funds  were  used  for  expansion,  replacement,  and  renovation  of  ex- 
isting systems. 

BUSINESS  AND  INDUSTRY  LOANS 

Mr.  Durbin.  Please  provide  for  the  record  a  ten-year  table  show- 
ing the  annual  appropriation  and  the  number  and  dollar  of  busi- 
ness and  industry  loans  made  each  fiscal  year. 

Mr.  Peer.  I  would  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

BUSINESS  AND  INDUSTRY  LOANS  OBLIGATED 
[FY  1985  through  FY  1994— dollars  in  thousands] 

Appropriation         "u^ of  Amount 

1985  $150,000 

1986  76,560 

1987  96,700 

1988  95,700 

1989  95,700 

1990  95,018 

1991  100,000 

1992  100,000 

1992/1993  supplemental  160,000 

1993  100,000 

1993/1994  supplemental  50,000 

1994  249,381 '68  '89,205 

'As  of  March  8,  1994. 


54 

$61,338 

37 

54,803 

67 

96,700 

85 

95,415 

88 

95,677 

82 

88.473 

92 

99.955 

95 

99.994 

94 

87,402 

97 

100,000 

0 

0 

150 

Mr.  Durbin.  What  percent  of  the  B&I  loans  are  currently  delin- 
quent and  what  is  the  dollar  amount  of  the  total  delinquency? 

Mr.  Peer.  As  of  February  28,  12.2  percent  of  B&I  loans  were  de- 
linquent and  the  total  dollar  amount  delinquent  was  $127.9  mil- 
lion. 

Mr.  Durbin.  What  is  the  total  amount  of  B&I  loans  that  have 
been  written  off? 

Mr.  Peer.  As  of  September  30,  1993,  since  the  inception  of  the 
program  in  1974,  final  loss  settlements  have  been  paid  totaling 
$826  million. 

However,  improvements  have  been  made  to  the  program  which 
have  resulted  in  lower  dollar  loss  rates  on  loans  made  in  recent 
years.  Loans  made  in  fiscal  year  1987  and  since  have  had  an  aver- 
age loss  rate  of  only  2.6  percent  with  no  loss  exceeding  5.8  percent 
in  any  one  year. 

Mr.  Durbin.  For  the  record,  please  provide  a  table  that  shows 
how  many  B&I  loans  were  made  in  each  State  during  fiscal  years 
1993  and  1994. 

Mr.  Peer.  Yes  sir,  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 


151 


BUSINESS  AND  INDUSTRY  LOANS 
BY  STATE 
FY  1993  AND  FY  1994 
[Dollars  in  Thousands] 


FY  1994 

THROUGH 

FY  1993  ACTUAL 

FEB  28, 

1994 

STATE 

NUMBER 

AMOUNT 

NUMBER 

AMOUNT 

Alabama 

1 

$1,500 

0 

0 

Alaska 

0 

0 

0 

0 

Arizona 

0 

0 

0 

0 

Arkansas 

0 

0 

1 

$1,650 

California 

3 

3.016 

0 

0 

Colorado 

1 

250 

1 

1,000 

Connecticut 

0 

0 

0 

0 

Delaware 

0 

0 

0 

0 

Florida 

1 

4,800 

0 

0 

Georgia 

3 

8,480 

3 

1,685 

Hawaii 

1 

650 

0 

o 

Idaho 

0 

0 

0 

0 

Illinois 

2 

821 

0 

0 

Indiana 

6 

2,630 

0 

0 

Iowa 

1 

750 

0 

0 

Kansas 

1 

791 

0 

0 

Kentucky 

2 

3,425 

2 

5,195 

Louisiana 

3 

3,256 

3 

4,250 

Maine 

9 

9,716 

4 

3,260 

Maryland 

0 

0 

0 

0 

Massachusetts 

0 

0 

0 

0 

Michigan 

3 

3,297 

5 

4,340 

Minnesota 

4 

4,386 

10 

13,690 

Mississippi 

5 

2,400 

1 

900 

Missouri 

3 

6,410 

3 

3,093 

Montana 

1 

775 

0 

0 

Nebraska 

1 

103 

1 

2,000 

Nevada 

0 

0 

0 

0 

New  Hampshire 

1 

675 

0 

0 

New  Jersey 

0 

0 

0 

0 

New  Mexico 

0 

0 

3 

4,136 

New  York 

4 

2,690 

5 

4,300 

North  Carolina 

11 

6,318 

7 

7,925 

North  Dakota 

2 

5,085 

0 

0 

Ohio 

3 

6,020 

0 

0 

Oklahoma 

1 

900 

1 

1,151 

Oregon 

0 

0 

0 

0 

Pennsylvania 

1 

1,760 

0 

0 

Puerto  Rico 

1 

800 

0 

0 

Rhode  Island 

0 

0 

0 

0 

South  Carolina 

6 

4,192 

0 

4,100 

South  Dakota 

1 

200 

0 

0 

Tennessee 

4 

3,300 

1 

1,900 

Texas 

3 

4,674 

2 

3,500 

Utah 

0 

0 

0 

0 

Vermont 

1 

550 

0 

0 

Virginia 

1 

750 

0 

0 

Virgin  Islands 

0 

0 

0 

0 

Washington 

0 

0 

0 

0 

West  Virginia 

3 

2,630 

9 

10,829 

W.  Pacific  Terr 

0 

0 

0 

0 

Wisconsin 

1 

2,000 

1 

990 

Wyoming 

0 
97 

0 

1 
64 

2,375 

US  TOTALS 

$100,000 

$82,269 
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Mr.  Durbin.  How  many  B&I  loan  requests,  by  State  and  dollar 
amount,  were  pending  at  the  end  of  fiscal  year  1993? 

Mr.  Peer.  I  will  be  glade  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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BUSINESS  &  INDUSTRY 
APPLICATIONS  PENDING 
As  of  September  jO,  1993 


STATE 

NUMBER 

AMOUNT 

ALASKA 

1 

$2,372,000 

ARKANSAS 

1 

1,650,000 

CALIFORNIA 

8 

14,323,994 

COLORADO 

1 

1,000,000 

FLORIDA 

1 

4.930,000 

GEORGIA 

4 

2,853,946 

ILLINOIS 

5 

7,625,000 

INDIANA 

1 

8,000,000 

IOWA 

22 

12,837,225 

KANSAS 

2 

1,800,000 

KENTUCKY 

3 

6,395,000 

LOUISIANA 

3 

12,097,000 

MAINE 

11 

12,473,650 

MARYLAND 

3 

2,900,000 

MASSACHUSETTS 

1 

554,000 

MICHIGAN 

5 

6,067,084 

MINNESOTA 

10 

13,475,230 

MISSISSIPPI 

5 

5,019,350 

MISSOURI 

2 

1,400,000 

NEBRASKA 

7 

9,326,751 

NEW  JERSEY 

2 

1,450,000 

NEW  MEXICO 

1 

1,136,000 

NEW  YORK 

3 

2,135,000 

NORTH  CAROLINA 

4 

8,710,000 

NORTH  DAKOTA 

1 

4,600,000 

OHIO 

15 

38,725,000 

OKLAHOMA 

3 

12,471,000 

OREGON 

1 

2,800,000 

PENNSYLVANIA 

1 

1,400,000 

PUEF.TO  RICO 

1 

10,000,000 

SOUTH  CAROLINA 

4 

6,225,000 

SOUTH  DAKOTA 

4 

1,570,000 

TEXAS 

3 

5,650,000 

VERMON ; 

1 

1,000,000 

NEW  HAMPSHIRE 

1 

2,200,000 

VIRGINIA 

1 

2,941.500 

WEST  VIRGINIA 

13 

18,310,350 

WISCONSIN 

7 

12,793,800 

WYOMING 

2 

2,540,750 

TOTAL 

164 

$  263,758,630 
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LOAN  SALES 

Mr.  Durbin.  Have  you  sold  or  do  you  plan  to  sell  any  loans  from 
the  RDIF  during  fiscal  years  1994  or  1995? 

Mr.  Peer.  We  have  not  sold,  and  have  no  plans  to  sell,  any  loans 
from  the  RDIF  in  fiscal  years  1994  or  1995. 

WATER  AND  WASTE  DISPOSAL  GRANTS 

Mr.  Durbin.  Please  provide  for  the  record  a  ten-year  table  show- 
ing the  Administration's  request,  the  amount  appropriated,  and  the 
number  and  dollar  amounts  of  water  and  sewer  grants  made. 

Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 

[The  information  follows:] 

WATER  AND  WASTE  DISPOSAL  GRANTS 
[FY  1985  through  FY  1994— dollars  and  thousands] 

Requested  Appropriated  ""fl"/  *»%**■ 

Fiscal  year: 

1985  $90,000    $115,000       366    $128,988 

1986  .-. 25,000    109.395       343     119.318 

1987  0     109,395       319     117,663 

1988  0     109,395       328     119,359 

1989  75,000     109,395       344     122,699 

1990  75,000     207,700       467     212,036 

1991  100,000  300,000  612  307,788 

1992  225,000  350,000  628  354,306 

1992/1993  supplemental 5,600  0  0 

1993  300,000  425,000  1,325  423,865 

1994  540,530  487,500  i283  2217,132 

i  As  ol  March  8.  1994. 

2  Amount  obligated  exceeds  the  appropriated  amounts  due  to  carryover  from  previous  years. 

Mr.  DURBIN.  How  many  applicants  do  you  presently  have  on 
hand,  both  in  terms  of  numbers  of  applications  and  dollar 
amounts? 

Mr.  Peer.  As  of  March  7,  1994,  there  were  1,009  unfunded  water 
and  waste  disposal  grant  preapplications  and  applications  on  hand 
totalling  $879.7  million. 

Mr.  Durbin.  Please  provide  for  the  record  a  table  listing  these 
applications,  by  State? 

Mr.  Peer.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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WatJC  and  Waste  Disposal  Grant  Applications 
aa  oi   March  7,  1994 

STAT2  NUMEER  AMOUNT 

ALA3AKA  20  $18,890,000 

ALASKA  12  6,987,210 

ARIZONA  15  16,600,000 

ARKANSAS  42  44,713,000 

CALIFORNIA  40  39,252,633 

COLORADO  13  13,7  88,591 

CONNECTICUT  4  4,524,200 

DELAWARE  1  '75,000 

FLORIDA  11  5,428,900 

GEORGIA  20  21,851,695 

HAWAII  1  250,000 

IDAHO  14  6,898,851 

ILLINOIS  38  24,533,100 

INDIANA  22  32,491,280 

IOWA  20  12,444,765 

KANSAS  23  26,695,414 

KENTUCKY  78  32,962,400 

LOUISIANA  34  19,338,984 

MAINE  9  9,554,100 

MARYLAND  3  2,652,111 

MASSACHUSETTS  J  4,594,000 

MICHIGAN  28  53,664,983 

MINNESOTA  12  9,643,880 

MISSISSIPPI  22  7,073,408 

MISSOURI  27  20,919,636 

MONTANA  2  1,048,700 

NEBRASKA  12  3,043,240 

NEVADA  4  .2,528,500 

NEW  HAMPSHIRE  9  9,125,000 

NEW  JERSEY  1  $295,000 

NEW  MEXICO  14  7,572,770 

NEW  YORK  63  51,933,324 

NORTH  CAROLINA  9  2,574,500 

NORTH  DAKOTA  7  2,454,800 

OHIO  40  29,809,143 

OKLAHOMA  42  31,848,530 

OREGON  18  29,485,628 

PENNSYLVANIA  29  42,564,942 

PUERTO  RICO  3  5,976,904 

RHODE  ISLAND  0  0 

SOUTH  CAROLINA  0  0 

SOUTH  DAKOTA  4  4,263,500 

TENNESSEE  38  15,845,648 

TEXAS  97  88,053,462 


" 


UTAH  7  3,168,88  3 

VERMONT  5  1,498,275 

VIPCINIA  15  25,257,200 

WASHINGTON  11  17,839,551 

WEST  VIRGINIA  28  23,310,139 

WESTERN  PACIFIC  0  0 

WISCONSIN  34  43,617,199 

WYOMING  _S_  757,292 

TOTAL  10C9  $879,700,271 
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Mr.  Durbin.  What  is  the  total  backlog  of  water  and  waste  dis- 
posal grants  as  of  the  end  of  fiscal  year  1993? 

Mr.  Peer.  As  of  September  30,  1993,  there  were  830  unfunded 
water  and  waste  disposal  grant  applications  on  hand  totalling 
$731.1  million. 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
State  distribution  of  water  and  waste  disposal  grants  for  each  of 
the  past  three  years. 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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WATER  AND  WASTE  DISPOSAL  GRANT  OBLIGATIONS 
BY  STATE  FISCAL  YEARS  1991  through  1993 

STATE  1991  1992  1993 

ALABAMA  S7, 585, 500  S3, 755, 600  S9, 462, 700 

ALASKA  1,770,000  1,900,000  4,000,000 

ARIZONA  2,295,000  4,023,300  2,869,900 

ARXANSAS  13,286,900  8,058,700  29,308,300 

CALIFORNIA  8,550,500  9,862,910  8,208,720 

COLORADO  1,943,600  2,91S,200  3,40S,000 

CONNECTICUT  2,321,000  3,408,200  2,691,000 

DELAWARE  2,390,700  641,500  2,529,500 

FLORIDA  6,629,200  8,172,700  8,007,220 

GEORGIA  10,086,500  9,671,700  12,026,300 

HAWAII  0  0  0 

IDAHO  1,884,500  1,603,400  2,635,000 

ILLINOIS  8,578,780  9,034,870  10,758,150 

INDIANA  7,572,600  8,526,900  9,062,400 

IOWA  5,182,500  6,172,100  7,906,500 

KANSAS  6,018,600  7,160,000  5,927,400 

KENTUCKY  10.809,200  13,217,400  15,725,100 

LOUISIANA  7,034,800  7,905,000  8,059,300 

MAINE  8,944,09",  10,284,000  9,914,450 

MARYLAND  4,097,600  3,618,000  4,565,400 

MASSACHUSETTS  2,401,500  3,673,500  S, 386, 700 

MICHIGAN  10,574,000  11,987,800  11,968,000 

MINNESOTA  6,912,400  12,302,900  8,532,000 

MISSISSIPPI  10,245,450  9,312,800  10,397,100 

MISSOURI  6,942,200  7,565,300  6,199,800 

MONTANA  1,519,000  870,720  1,237,400 

NEBRASKA  2,303,000  2,607,000  2,441,800 

NEVADA  0  1,713,300  1,116,200 

NEW  HAMPSHIRE  2,001,000  1,066,000  6,814,000 

NEW  JERSEY  4,347,700  6,335,000  7,472,000 

NEW  MEXICO  289,700  2,550,600  3,104,700 

NEW  YORK  11,935,800  16,503,100  13,478,000 

NORTH  CAROLINA  13,255,600  15,988,200  21,117,000 

NORTH  DAKOTA  0  1,634,000  SI, 7  40, 900 

OHIO  11,280,000  12,866,000  14,174,900 

OKLAHOMA  7,427,050  7,549,900  10,493,000 

OPEGON  4.222,800  4,159,900  4,532,400 

PENNSYLVANIA  13,846,900  20,079,000  14,164,800 

PUERTO  RICO  13,852,500  15,148,300  21,4-3,500 

RHODE  ISLAND  201,600  58,900  336,700 

SOUTH  CAROLINA  7,436,500  7,809,000  9,819,200 

SOUTH  DAKOTA  2,658,700  2,989,500  2,471,200 

TENNESSEE  8,759,000  11,443,500  10,657,000 

TEXAS  13,159,100  15,228,000  15,463,933 

UTAH  1,292,400  1,266,500  2,247,900 

VERMONT  2,683,100  1,715,000  1,214,300 

VIRGINIA  7,764,500  8,445,000  14,142,950 

WASHINGTON  4,190,400  4,869,900  4,666,400 

WEST  VIRGINIA  6,561,000  6,539,600  7,507,000 

WESTERN  PACIFIC  0  0  0 

WISCONSIN  5,838,100  6,429,100  4,371,200 

WYOMING  1,342,000  2,300,000  1,379,300 


TOTAL    S302,224,677       S348,939,300       S399, 3 18, 723* 

*  Note:  The  above  amount  excludes  obligations  for  water  and  waste  grants  for 
colonias  and  technical  assistance  and  training  grants. 
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VERNON,  FLORIDA 

Mr.  Durbin.  Recently  someone  sent  me  an  article  about  a  pro- 
posed water  and  sewer  project  in  Vernon,  Florida.  I  would  like  to 
insert  in  the  record  at  this  point  that  article  and  if  you  would 
please  respond  to  the  implication  that  the  city  could  do  more  with 
a  $72,000  bank  loan  than  they  can  with  a  $400,000  FmHA  loan. 
Is  this  possible? 

Vernon  Nixes  Loan  Application 

Although  the  City  Council  did  not  take  an  official  vote,  it  all  but  canceled  the  idea 
of  seeking  a  sewer  repair  loan  from  the  Fanners  Home  Administration. 

When  the  facts  were  laid  on  the  table,  the  council  learned  that  it  could  repair  or 
replace  more  sewer  lines  with  a  $72,000  bank  loan  than  it  could  with  a  $400,000 
FmHA  loan. 

This  paradox  results  from  the  regulations  governing  the  expenditure  of  govern- 
ment loans.  These  rules  appear  to  benefit  contractors  more  than  the  public. 

Another  factor  was  the  pain  of  payback.  The  bank  loan  would  require  only  about 
a  $2.00  increase  in  individual  water  bills,  while  the  FmHA  loan  could  require  an 
individual  water  bill  of  $60  per  month. 

In  other  matters,  the  council  voted  to  send  Caryville  Work  Camp  a  letter  of 
thanks  for  work  done  in  the  city. 

The  council  tabled  the  lone  bid  the  repair  of  a  leaking  manhole  until  they  can  de- 
termine if  the  city  crew  can  handle  the  job.  The  council  also  instructed  the  crew  to 
clean  out  some  ditches  that  have  caused  flooding  in  the  city. 

Mr.  Peer.  We  are  unable  to  ascertain  the  source  of  the  informa- 
tion in  the  Washington  County  News  regarding  Vernon,  Florida. 
Nor  are  the  FmHA  Florida  State  or  District  offices  aware  of  any 
contact  from  Vernon  officials  regarding  a  loan  application  from 
FmHA.  So  we  cannot  speak  to  the  specifics  of  this  case.  However, 
I  do  not  think  it  is  possible  for  a  city  to  save  as  much  as  the  news- 
paper article  indicated  could  be  saved  by  using  commercial  financ- 
ing. I  would  point  out  that  it  is  possible  for  cities  to  save  money 
on  projects,  if  they  use  a  method  known  as  "force  accounting."  This 
is  when  a  city  uses  its  own  employees  and  equipment  to  construct 
a  project.  A  city,  using  this  method,  can  avoid  costs  normally  asso- 
ciated with  contracting  for  the  work,  such  as  labor  and  equipment, 
overhead,  and  profit  of  the  contractor.  Plus,  a  city  could  save  some 
cost  by  not  having  to  meet  the  construction  standards  associated 
with  most  Federal  financing.  I  would  also  note  that  "force  account- 
ing" is  normally  used  by  communities  on  relatively  small  projects 
that  can  be  accomplished  quickly  using  their  own  equipment  and 
labor.  But,  I  do  not  think  it  is  possible  to  save  anywhere  near  the 
amount  cited  in  the  newspaper  article. 

RURAL  WATER  CIRCUIT  RIDER 

Mr.  Durbin.  In  the  past,  Congress  has  directed  that  funds  be 
available  for  a  circuit  rider  program  to  provide  technical  assistance 
for  rural  water  systems.  The  budget  proposes  to  reduce  the  pro- 
gram by  almost  $900,000.  Do  your  have  any  information  indicating 
that  this  program  is  not  working  as  intended?  Are  there  any  con- 
firmed cases  where  problems  have  occurred? 

Mr.  Peer.  The  Rural  Water  Circuit  Rider  Technical  Assistance 
program  has  been  operated  under  contracts  with  the  National 
Rural  Water  Association — NRWA — since  1980.  Our  experience  has 
been  very  good.  We  see  evidence  of  the  excellent  work  that  circuit 
riders  perform  in  many  ways  from  on-site  inspection  visits  to  let- 
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ters  from  satisfied  water  system  officials.  The  NRWA  has  been  very 
good  at  correcting  potential  operational  and  management  problem 
situations  before  they  become  real  problems. 

TECHNICAL  ASSISTANCE  AND  TRAINING  PROGRAM 

Mr.  Durbin.  Please  list  the  technical  assistance  grants  that  were 
made  during  fiscal  year  1993  and  so  far  in  fiscal  year  1994. 

Mr.  Peer.  In  fiscal  year  1993,  as  part  of  the  water  and  waste 
grant  program  six  Technical  Assistance  and  Training  Grants  were 
made  to  the  organizations  listed  below.  For  fiscal  year  1994,  we  re- 
ceived 16  preapplications  for  $19.77  million.  We  are  currently  re- 
viewing all  preapplications  for  a  determination  on  eligibility.  No 
grants  have  been  approved  as  of  March  7,  1994.  The  six  1993 
grants  are  provided  for  the  record. 

[The  information  follows:] 

Technical  assistance  grants — 1993 

Amount 

Midwest  Assistance  Program,  Inc.,  New  Prague,  MN  $200,000 

National  Rural  Water  Association,  Duncan,  OK 3,837,730 

Pennsylvania  Rural  Water  Association,  Bellefonte,  PA  35,000 

Rural  Community  Assistance  Program,  Inc.,  Leesburg,  VA  2,040,000 

Tanana  Chiefs  Conference,  Inc.,  Fairbanks,  AK 150,000 

West  Virginia  University  Research  Corp.,  Morgantown,  WV  748,000 

Total  7,010,730 

Mr.  Durbin.  One  of  the  groups  that  received  a  technical  assist- 
ance and  training  grant  was  the  West  Virginia  University  Research 
Corporation.  Describe  for  us  the  work  this  organization  does? 

Mr.  Peer.  The  West  Virginia  University  Research  Foundation 
operates  the  National  Drinking  Water  Clearinghouse  with  funding 
under  the  Technical  Assistance  and  Training  Grant  Program.  The 
Clearinghouse  maintains  a  resource  center  where  information  re- 
lating to  small  community  drinking  water  issues  is  collected,  proc- 
essed, and  stored  for  retrieval.  Access  to  the  information  is  pro- 
vided by  way  of  an  electronic  bulletin  board,  toll-free  telephone 
service,  product  distribution,  and  a  quarterly  newsletter. 

intermediary  relending  program 

Mr.  Durbin.  Last  year,  the  budget  request  noted  that  the 
intermediary  relending  program  would  target  small  businesses  in- 
cluding micro-enterprises.  What  has  RDA  done,  specifically,  to  ac- 
complish this  goal?  What  evidence  do  you  have  to  support  that 
more  small  businesses  were  involved  in  the  program? 

Mr.  Peer.  The  Intermediary  Relending  Program  naturally  tends 
to  be  of  more  value  to  small  businesses  because  of  the  limit  on  loan 
size.  All  loans  to  ultimate  recipients  are  limited  to  $150,000  or  less. 
That  amount  will  not  normally  meet  the  needs  of  other  than  small 
businesses. 

Mr.  Durbin.  Under  the  relending  program,  at  what  point  do  par- 
ticipants begin  repaying  the  loans?  What  is  the  current  default 
rate? 

Mr.  Peer.  Intermediary  Relending  Program — IRP— regulations 
require  that  payments  be  scheduled  at  least  annually,  except  that 
the  initial  principal  repayment  may  be  deferred  for  not  more  than 
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three  years.  There  are  currently  no  IRP  loans  in  default.  Normally, 
the  Government's  collateral  is  a  pledge  of  the  revolving  loan  fund. 
In  the  event  of  a  default  by  an  intermediary  that  cannot  be  solved 
through  advice  and  cooperation,  we  would  expect  to  collect  any 
cash  in  the  revolving  fund  and  may  take  over  the  servicing  and  col- 
lection of  any  outstanding  ultimate  recipient  loans.  The  Govern- 
ment also  has  the  right  to  perfect  liens  on  security  pledged  to  the 
intermediary  by  ultimate  recipients. 

Mr.  Durbin.  What  are  the  general  terms  of  the  loans  to  the 
intermediary?  What  is  the  maximum  size  of  the  loans?  Do  pay- 
ments on  loans  go  to  the  General  Treasury  or  to  a  revolving  fund 
back  to  the  lender? 

Mr.  Peer.  Intermediary  Relending  Program — IRP — loans  bear  in- 
terest at  the  rate  of  1  percent  per  annum  and  are  scheduled  for  re- 
payment over  a  period  not  to  exceed  30  years.  Current  regulations 
limit  total  outstanding  IRP  indebtedness  of  any  one  intermediary 
to  $2  million. 

Payments  made  by  ultimate  recipients  are  made  to  the 
intermediary  relender  and  may  be  applied  to  developing  a  revolv- 
ing fund.  Payments  from  the  intermediary  borrowers  back  to  RDA 
would,  for  loans  made  prior  to  FY  1992,  be  returned  to  the  General 
Treasury  by  way  of  the  Rural  Development  Loan  Fund  Liquidating 
Account.  Repayments  of  loans  made  in  FY  1992  or  later  would  be 
applied  to  the  reduction  of  Treasury  borrowing  of  the  Rule  Develop- 
ment Loan  Fund  Direct  Financing  Account. 

Mr.  Durbin.  Were  all  the  funds  available  in  fiscal  year  1993  obli- 
gated? What  is  the  current  rate  of  obligation  compared  to  this  same 
time  last  year? 

Mr.  Peer.  All  funds  available  for  Intermediary  Relending  Pro- 
gram loans  in  fiscal  year  1993  were  obligated  by  the  year  end.  On 
March  2,  1993,  5  loans  for  a  total  of  $4,800,000  had  been  obligated 
from  fiscal  year  1993  funds.  On  March  1,  1994,  3  loans  for  a  total 
of  $5,000,000  had  been  obligated  from  fiscal  year  1994  funds.  In 
1994,  5.7  percent  in  available  funds  were  obligated  by  March  1, 
compared  to  14.7  percent  in  1993. 

Mr.  Durbin.  Please  list  each  of  the  loans  made  during  fiscal  year 
1993  for  the  rural  development  loan  fund. 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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RURAL  DEVELOPMENT  LOAN  FUND 
INTERMEDIARY  RELENDING  PROGRAM  PROJECTS  OBLIGATED  IN  FY  1993 


NAME 

Tanana  Chiefs  Conference ,  Inc . 

Southeast  Alabama  Regional 

Planning  &  Development  Commis 
Arkansas  Enterprise  Group 

Delta  Community  Development 

Corporation ,  Inc . 
Southwest  Arkansas  Planning 

and  Development  District 
Business  Development  Finance 

Corporation 
Areata  Economic 

Development  Corporation 
California  Statewide  Certified 

Development  Corp. 
Del  Norte  Economic  Dev.  Corp. 

Nishanbotna  Valley  Rural 

Electric  Cooperative 
Sheldon  Community  Development 

Corporation 
Wright  County  Economic 

Development  Commission 
East -Central  Idaho  Planning  & 

Development  Association,  Inc. 
So.  Central  Illinois  Regional 

Planning  and  Dev.  Commission 
Evangeline  Economic  and 

Planning  District 
Cuiaberland/Allegany  County 

Industrial  Foundation 
Auburn  Business 

Development  Corporation 
Eastern  Maine  Development 

Corporation 
Northern  Economic  Initiatives 

Corporation 
Rural  Michigan  Intermediary 

Relending  Program 
Central  Minnesota  Initiative 

Fund 
City  of  Blooming  Prairie 

City  of  Fergus  Falls 


LOCATION 
Fairbanks,  AK 
Dothan ,  AL 
Arkadelphia ,  AR 
Brinkley,  AR 
Magnolia,  AR 
Tucson,  AZ 
Areata,  CA 
Davis ,  CA 
Crescent,  CA 
Harlan,  IA 
Spencer,  IA 
Clarion,  IA 
Rexford,  ID 
Salem,  IL 
Lafayette,  LA 
Cumberland,  MD 
Auburn ,  ME 
Bangor ,  ME 
Marquette ,  MI 
Traverse  City,  MI 
Little  Falls,  MN 
Blooming  Prairie, 
Fergus  Falls,  MN 


AMOUNT 

$1,000,000 

600,000 

1,000,000 

1,000,000 

750.000 

750,000 

1,000.000 

500,000 

500,000 

800,000 

300,000 

400,000 

500,000 

1,200,000 

800,000 

300,000 

750,000 

500,000 

1,000,000 

1,000,000 

750,000 

MN    250,000 

900,000 
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NAME 


LOCATION 


AMOUNT 


Midwest  Minnesota  Community 

Development  Corporation 
Northwest  Minnesota 

Initiative  Fund 
Red  Lake  Falls  Development 

Corporation 
Southeastern  Minnesota 

Initiative  Fund 
Rural  Missouri,  Inc. 

Roosevelt-Custer  Regional 
Council  for  Development 
COMCO  Development  Corporation 

South  Central  Development 

Company  (SCDC) 
Mid-Willamette  Valley  Council 

of  Governments 
Jefferson  County  Development 

Council,  Inc. 
Southern  Alleghenies 

Planning  &  Development  Comm. 
Advancer  Local  Development 

Corporation 
Carolina  Capital  Investment 

Corporation 
Santee- Lynches  Regional 

Development  Corp. 
Areawide  Development 

Corporation 
Mid  Cumberland  Area 

Development  Corp.  (MADC) 
Lake  Country  Development 

Corporation 
Trico  Economic  Development 

District 
Northwest  Wisconsin  Business 

Development  Corporation 


Detroit  Lakes, 
Bemidji,  MN 
Red  Lake  Falls, 
Owatonna ,  MN 
Jefferson  City, 
Dickinson,  ND 
Syracuse,  NY 
Hillboro,  OH 
Salem,  OR 
Jrookville,  PA 
Altoona ,  PA 
San  Juan,  PR 
Columbia,  SC 
Sumter,  SC 
Knoxville,  TN 
Nashville,  TN 
South  Hill,  VA 
Colville,  WA 
Spooner,  WI 

TOTAL 


MN      650,000 

500,000 

MN    1,100,000 

750,000 

MO    1,000,000 

500,000 

500,000 

750,000 

1,000,000 

500,000 

500,000 

1,300,000 

1,250,000 

1,250,000 

1,250,000 

1,100,000 

300,000 

1,000,000 

750,000 

$  32,500,000 


One  additional  loan  was  obligated  in  FY  1993  for  $1.2  million  to  the 
Evangeline  Economic  and  Planning  District,  Lafayette,  LA,  from  carryover 
funding  made  available  in  the  Dire  Emergency  Supplemental  Appropriations 
Act,  1992,  P.L.  102-368. 
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Mr.  Durbin.  We  note  that  some  of  the  loans  were  made  to  groups 
located  in  large  cities,  such  as  Washington,  D.C.  and  Seattle, 
Washington.  What  monitoring  does  RDA  do  to  assure  that 
intermediary  lenders  target  rural  businesses? 

Mr.  Peer.  The  Intermediary  Relending  Program  regulations  set 
no  population  limits  for  the  location  of  intermediaries.  The  regula- 
tions do,  however,  provide  that  no  ultimate  recipient  may  be  lo- 
cated in  a  city  with  a  population  of  25,000  or  more  as  determined 
by  the  latest  decennial  census.  Intermediaries  certify  for  each  pro- 
posed ultimate  recipient  loan  that  the  ultimate  recipient  is  eligible 
and  the  proposed  loan  complies  with  all  applicable  statutes  and 
regulations.  Intermediaries  submit  reports  regarding  the  revolving 
loan  fund  at  least  two  times  per  year  as  well  as  annual  audits. 
FmHA  personnel  normally  visit  intermediaries  annually  to  review 
operations. 

RURAL  TELECOMMUNICATIONS  PARTNERSHIP  LOAN  PROGRAM 

Mr.  Durbin.  This  year,  RDA  is  asking  for  funds  to  start  several 
new  rural  development  programs.  One  of  those  is  the  Rural  Tele- 
communications Partnership  Loan  Program.  For  the  record,  de- 
scribe in  detail  how  this  program  would  work. 

Mr.  Peer.  The  Rural  Telecommunications  Partnership  Loan  Pro- 
gram is  to  improve  telecommunication  service  in  rural  areas,  by 
providing  access  to  advanced  telecommunication  services  and  com- 
puter networks  and  to  improve  job  opportunities  and  the  business 
environment  in  rural  areas.  Public  bodies,  nonprofit  organizations, 
Indian  tribes,  or  businesses  would  be  eligible  to  apply  for  loans  to 
construct,  enlarge,  extend  or  otherwise  improve  facilities  promising 
telecommunications  terminal  services  to  rural  residents  or  rural 
businesses.  This  could  include  the  purchase  of  telecommunication 
terminal  equipment  such  as  facsimile  documents  and  data  systems, 
computers  with  communications  ability,  multi-frequency  tone  sig- 
naling systems,  and  voice  mail  systems  available  to  rural  residents 
and  businesses.  Repayment  terms  will  be  similar  to  those  used  in 
the  State  for  financing  such  facilities  but  will  not  exceed  the  useful 
life  of  the  facility  or  40  years  from  the  date  of  the  note  or  bond, 
whichever  is  less. 

Selection  criteria  uses  a  scoring  system  based  on  population  and 
income  which  gives  priority  to  smaller,  low-income  communities. 

Mr.  Durbin.  While  this  program  makes  loans  to  purchase  tele- 
communications equipment,  couldn't  funds  available  through  other 
RDA  programs  be  used  for  the  same  purpose?  Can  the 
intermediary  lending  program  or  rural  development  grants  be  used 
for  this? 

Mr.  Peer.  This  program  was  created  by  the  1990  Fact  Act  for 
smaller  equipment  needs  than  can  be  provided  under  the  existing 
RDA  loan  and  grant  programs.  It  is  possible  funds  available 
through  other  RDA  programs  could  be  used  for  the  same  purpose. 
The  Community  Facilities  direct  or  guaranteed  program  could  be 
used  in  some  instances  for  telecommunications  equipment  if  it  were 
included  as  a  part  of  a  loan  for  construction  or  improvement  of  a 
facility  eligible  under  this  loan  program  such  as  hospitals,  nursing 
homes,  fire  or  police  facilities,  or  town  halls.  Projects  not  eligible 
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for  Community  Facilities  loans  might  be  eligible  for  the  Business 
and  Industry  Guaranteed  Loan  program. 

The  Intermediary  Relending  Program  could  be  used  if  there  are 
applicants  for  this  type  of  assistance.  The  size  limit  for  loans  to  ul- 
timate recipients  under  this  program  is  $150,000. 

Rural  Business  Enterprise  grants  could  possibly  be  used  if  the 
project  could  be  connected  to  developing  or  dealing  with  small  and 
emerging  businesses  in  the  rural  area.  Grant  funds  under  this  pro- 
gram must  be  used  for  financing  or  facilitating  the  development  of 
a  small  and  emerging  business. 

Mr.  Durbin.  What  interest  rates  are  assumed  for  the  program? 

Mr.  Peer.  The  interest  rates  are  the  same  as  the  direct  water 
and  waste  loan  and  community  facility  loan  programs.  The  three 
tier  interest  rate  structure  is  based  on  income  of  the  service  area 
and  services  provided.  The  market  rate  of  interest  is  reviewed  and 
updated  quarterly  based  on  a  published  bond  index.  The  poverty 
rate  is  4.5  percent.  An  intermediate  rate  is  one-half  the  difference 
between  the  market  rate  and  the  poverty  rate  and  will  not  exceed 
7  percent. 

Mr.  Durbin.  Are  the  rules  and  regulations  promulgated  for  the 
rural  telecommunications  partnership  loan  program?  What  is  the 
timeframe  for  publication  of  the  rules  and  regulations? 

Mr.  Peer.  Rules  and  regulations  for  the  rural  telecommuni- 
cations partnership  loan  program  have  not  been  published.  The 
regulations  have  been  prepared  and  will  be  published  following  Ad- 
ministration review,  probably  sometime  this  summer. 

RURAL  BUSINESS  ENTERPRISE  GRANTS 

Mr.  Durbin.  Please  provide  a  ten-year  table,  for  the  record, 
showing  the  number  and  dollar  amount  of  rural  development 
grants.  Also  show  the  budget  request  versus  the  appropriation  for 
each  year. 

Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 

[The  information  follows:] 

RURAL  BUSINESS  ENTERPRISE  GRANTS  FY  1985  THROUGH  FY  1994 
[Dollars  in  thousands] 

Fiwalvear  Reouested  Appro~  Number  of      Amount  ob- 

hsca|l'ear  Requested         pf|a(ed  gran,s  ||ga,ed 

1985  0  0  0  0 

1986  0  0  0  0 

1987  0  $3,000  1  $3,000 

1988  0  6,500  27  6,500 

1989  0  6,500  36  6.500 

1990 0  16,406  129  16,406 

1991  0    20,750     155    20,750 

1992  $20,000    20,750     142    20,750 

1993  20,750    20.750     125    20,750 

1994  51,310    42,500     '38    '8,566 

•As  ot  March  8,  1994. 

Mr.  Durbin.  Please  list  for  the  record  each  of  the  rural  develop- 
ment grants  that  were  made  during  fiscal  year  1993. 
Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 
[The  information  follows:] 
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RURAL  BUSINESS  ENTERPRISE  GRANTS  OBLIGATED 
FISCAL  YEAR  1993 


State 

Alabama 
Alaska 

Arkansas 

Arizona 
California 


Colorado 
Connecticut 
Delaware 
Georgia 


Hawaii 
Idaho 


Illinois 
Indiana 

Iowa 


Grantee 

Amount 

Double  Springs  Town 

$200 

,000 

Arctic  Village  Council 

22 

,000 

Native  Ouzinkie 

99 

,000 

Winrock  International 

66 

,100 

Jackson  County 

114 

,900 

City  of  Bensen 

76 

,000 

California  State  Cert.  Dev. 

14 

,500 

Trinity  Alps  Botanicals 

76 

,800 

Great  Northern  Corp 

48 

,700 

Sierra  Economic  Dev.  Div. 

200 

,000 

Archuleta  Cty  Airport  Auth. 

89 

,000 

Town  of  Stonington 

103 

,000 

Town  of  Selbyville 

30 

,000 

Chestatee-Chattahoo 

37 

,000 

South  Georgia  Arda 

40 

,000 

Towns  County 

25 

,000 

City  of  Alma 

65 

,000 

Monticello 

45, 

,000 

City  of  Rome 

38, 

,000 

McDuffie  Co.  Dev. 

50, 

000 

Thomasville  City 

19, 

000 

City  of  Jasper 

40, 

000 

City  of  Vienna 

50, 

000 

Self  Help  of  People 

250, 

000 

City  of  Driggs 

53, 

000 

Panhandle  Area  Council 

23, 

000 

Lemhi  County 

62, 

600 

Illinois  Dept .  of  Agric. 

1,269, 

000 

City  of  Eldorado 

75, 

000 

Town  of  Sunmam 

20, 

000 

City  of  Bicknell 

125, 

000 

Delaware  Advancement  Corp. 

100, 

000 

Nation  of  Miami 

11, 

000 

New  Allen  Alliance,  Inc. 

50, 

000 

Univ.  of  Northern  Iowa 

1,000, 

000 
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Kentucky 
Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  York 


North  Carolina 
North  Dakota 

Ohio 

Oklahoma 

Oregon 
Pennsylvania 

Rhode  Island 
South  Carolina 


City  of  Princeton 

Univ.  of  Kentucky 

City  of  Franklin 

Greater  Jennings 

Haynesville 

St.  Martin  Chamber 

Town  of  Anson 

Town  of  Norway 

Northern  Me .  Reg .  Planning 

Maine  Public  Broadcasting 

Md  Coop.  Extension  Ser. 

Community  Trans 

Berkshire  County  Regional 

Western  MA  Enterprise  Comm. 

Village  of  Millington 

Isabella  County  Road  Comm. 

City  of  Plainwell 

City  of  Mcintosh 

City  of  Jordan 

City  of  Hackensack 

Coaho  a  County  Bd/Super. 

Delta  Outfitters,  Corp. 

New  Madrid  Port  Auth. 

City  of  Gerald 

Wibaux  County 

Central  Nebraska  Comm.  Ser. 

City  of  Caliente 

New  Hampshire 

North  County 

Township  of  Hamilton 

Landisville  Produce  Co-op 

Allegany  County 

Delaware  County 

Harri  ville  Village 

Lewis  Holding,  Inc. 

Camden 

North  Carolina  State  Univ. 

Bladen  County 

City  of  Carrington 

ND  Agric .  Products 

Prairie  Public  Broadcast 

Turtle  Mountain  Com.  College 

ND  Agric.  Exper.  Station 

Morco  Water  Company  Inc . 

Community  Improvement  Corp. 

Buckeye  Hills -Hocking  Valley 

Ottawa  County  Board  of  Comm. 

City  of  Seminole 

City  of  Miami 

Coos  Bay-North  Bend  Water 

Northern  Tier  Reg.  Planning 

Moshannon  Valley  Econ.  Dev. 

Town  of  Richmond 

Georgetown  County 


329 

,300 

500 

,000 

50 

,000 

50 

,000 

124 

,000 

100 

,000 

4 

,000 

40 

,000 

100 

,000 

500 

,000 

130 

,000 

500 

,000 

20 

,000 

125 

,000 

108 

,000 

192 

,000 

145 

,000 

99 

,000 

97 

,500 

107 

,000 

150 

,000 

300 

000 

100 

000 

171 

000 

33 

600 

94 

000 

500 

000 

45 

000 

20 

000 

125 

000 

97 

750 

152 

200 

50 

000 

101 

800 

35 

000 

150 

000 

880 

000 

99 

500 

72, 

000 

250, 

000 

750, 

000 

150, 

000 

250, 

000 

150 

000 

149, 

300 

162 

700 

72, 

000 

500, 

000 

95, 

000 

210, 

000 

200, 

000 

125, 

000 

20, 

000 

49, 

000 
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South  Dakota 
Tennessee 

Texas 

Utah 
Vermont 


Virginia 
Washington 

West  Virginia 


Wisconsin 

Wyoming 
Puerto  Rico 

Virgin  Islands 
Western  Pacific 

Islands 

TOTAL 


Town  of  Aynor  50,000 

County  Mccormick  50,000 

Summerton  131,000 

City  of  Seneca  115,150 

On  hand  Development  Corp.  65,000 

NESDEC  73,000 

Town  of  Selmer  57,000 

Claiborne  Co.  277,000 

Town  of  Wartrace  35,000 

Cumberland  Area  Inv.  100,000 

Big  Spring  Maine  St.  200,200 

Southplains  Assn.  345,800 
Emery  Cty  Econ.  Dev.  Council    37,000 

Vermont  ETV  750,000 

Vermont  State  Colleges  400,000 

Town  of  Chester  20,000 

Floyd  County  500,000 
Grays  Harbor  Port           2,000,000 

Makah  Indian  Nation  295,600 

Jackson  County  Dev.  Auth.  50,000 

Union  Williams  Pub.  Ser.  72,300 

Mid-Ohio  Valley  Area  Dev.  16,200 

Pleasants  County  Dev.  Auth.  93,500 

Lac  Courte  Oreilles  133,000 

West  Central  WI  Comm.  115,000 

City  of  Kemmerer  60,000 

Escuela  Alfurora  200,000 

Coop  Indies  Agrimax  240,000 

VI  Dept.  of  Econ.  Dev.  20,000 

Northern  Marianas  College  30,000 


S20.750.000 
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RURAL  DEVELOPMENT  GRANTS 


Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
total  dollar  amount,  by  State,  for  each  of  the  past  three  years. 
Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 
[The  information  follows:] 
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RURAL  BUSINESS  ENTERPRISE  GRANTS  OBLIGATED 
BY  STATES 
FISCAL  YEARS  1991  THROUGH  1993 
(Dollars  In  Thousands) 


FY 

FY 

FY 

STATE 

1991 

1992 

1993 

Alabama 

$62 

$130 

$200 

Alaska 

154 

77 

121 

Arizona 

0 

0 

76 

Arkansas 

650 

700 

181 

California 

359 

416 

340 

Colorado 

0 

248 

89 

Connecticut 

124 

119 

103 

Delaware 

0 

0 

30 

Florida 

286 

400 

0 

Georgia 

541 

500 

409 

Hawaii 

250 

250 

250 

Idaho 

325 

194 

138 

Illinois 

342 

445 

1,344 

Indiana 

323 

374 

306 

Iowa 

1,050 

59 

1,000 

Kansas 

198 

400 

0 

Kentucky 

0 

1,617 

829 

Louisiana 

474 

411 

324 

Maine 

570 

227 

644 

Maryland 

668 

695 

630 

Massachusetts 

472 

177 

145 

Michigan 

515 

544 

445 

Minnesota 

467 

352 

303 

Mississippi 

353 

425 

450 

Missouri 

286 

331 

271 

Montana 

0 

236 

34 

Nebraska 

99 

114 

94 

Nevada 

76 

21 

500 

New  Hampshire 

73 

75 

65 

New  Jersey 

132 

206 

223 

New  Mexico 

0 

91 

0 

New  York 

696 

718 

489 

North  Carolina 

603 

699 

980 

North  Dakota 

1,665 

1,686 

1,472 

Ohio 

487 

565 

534 

Oklahoma 

2,449 

267 

595 

Oregon 

244 

171 

210 

Pennsylvania 

739 

1,100 

325 

Puerto  Rico 

0 

718 

440 

Rhode  Island 

162 

24 

20 

South  Carolina 

396 

343 

395 

South  Dakota 

170 

105 

138 

Tennessee 

389 

451 

469 

Texas 

552 

668 

546 

Utah 

139 

45 

37 

Vermont 

1,054 

1,400 

1,170 

Virginia 

650 

391 

500 

Virgin  Islands 

40 

20 

20 

Washington 

500 

800 

2,296 

West  Virginia 

260 

288 

232 

W.  Pacific  Terr 

0 

0 

30 

Wisconsin 

429 

303 

248 

Wyoming 

277 

154 

60 

TOTAL 


$20,750 


$20,750 


$20,750 
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COLONIAS 


Mr.  Durbin.  For  the  past  couple  of  years,  funds  were  earmarked 
for  Colonias  to  assist  with  rural  water  and  waste  disposal  problems 
along  the  Texas/New  Mexico/Arizona  borders.  Describe  for  us  how 
the  funds  have  been  used  so  far  during  fiscal  year  1994. 

Mr.  Peer.  Of  the  $25  million  available  in  fiscal  year  1994  for 
Colonias,  RDA  set  aside  $21  million  for  RDA-financed  community 
water  and  sewer  systems  and  $4  million  for  the  FmHA  to  admin- 
ister the  grant  program  to  individuals  for  connection  to  a  commu- 
nity system  or  construction  of  bathrooms  and  related  facilities.  As 
of  March  7,  1994,  RDA  has  obligated  $2,164,500  and  FmHA  has  ob- 
ligated $1,730,940  of  the  fiscal  year  1994  funds. 

Mr.  Durbin.  For  the  record,  please  provide  a  table  listing  the 
total  amount  earmarked  since  the  beginning  of  this  program  and 
the  amount  used  each  year.  How  much  was  unused  as  of  the  begin- 
ning of  fiscal  year  1994?  How  many  grant  applications  and  what 
dollar  amount  is  currently  pending  for  requests  related  strictly  to 
Colonias? 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

COLONIAS  FUNDING  RDA 

[Dollars  in  thousands] 


Fiscal  year 


Amount 
available 


Amount 
used 


Amount  un- 
used 


1993 
1994 


$25,000 
'  32,465 


$17,535 
3,896 


$7,465 


i  Includes  the  unused  funds  from  FY  1993 


Colonias  RDA  Applications  Pending  as  of  March  7,  1994  (Dollars  in  thousands) 

Number  Amount 

27  $46,670 


Colonias  FmHA  Applications  Pending  as  of  March  7,  1994  (Dollars  in  thousands) 

Number 


499 


Amount 

$1,750 


GUIDANCE  FOR  EMPOWERMENT  ZONES  AND  ENTERPRISE  COMMUNITIES 

Mr.  Durbin.  What  guidance  has  been  provided  to  field  offices  rel- 
ative to  empowerment  zones  and  enterprise  communities? 

Mr.  Peer.  Farmers  Home  Administration  State  Directors  were 
asked  to  designate  a  Rural  EZ/EC  State  Contact  to  provide  infor- 
mation and  outreach  to  prospective  applicants.  In  December,  these 
State  Contacts  received  two  days  of  training  about  the  program's 
goals  and  their  role  in  implementation.  Supplies  of  program  infor- 
mation have  also  been  provided  to  each  State  Contact. 

ALASKA  RURAL  NATIVE  VILLAGES 

Mr.  Durbin.  As  part  of  the  fiscal  year  1994  appropriation,  Con- 
gress earmarked  $15,000,000  for  projects  in  Alaska.  Describe  for  us 
the  details  of  how  this  program  is  being  implemented.  Have  all  of 
the  funds  been  obligated  so  far  in  fiscal  year  1994? 
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Mr.  Peer.  The  fiscal  year  1994  appropriation  bill  contained  spe- 
cific eligibility  requirements  for  the  $15  million  earmarked  for 
rural  Alaskan  villages.  RDA  has  been  working  closely  with  State 
of  Alaska  officials  to  develop  the  regulations  needed  to  implement 
the  eligibility  requirements.  RDA  expects  to  publish  the  Final  Rule 
implementing  this  program  on  March  16,  1994.  Alaska  RDA  offi- 
cials will  be  working  closely  with  State  of  Alaska  officials  in  selec- 
tion of  projects  to  be  funded.  Also,  the  State  of  Alaska  construction 
standards  and  requirements  will  be  utilized.  RDA  has  not  obligated 
any  funds  so  far  in  fiscal  year  1994.  However,  Alaska  RDA  officials 
have  been  in  contact  with  State  of  Alaska  officials  and  are  working 
to  develop  a  list  of  potential  projects. 

EMERGENCY  COMMUNITY  WATER  ASSISTANCE  GRANTS 

Mr.  Durbin.  Describe  for  us  the  difference  between  section  306A 
and  306B  Emergency  Community  Water  Assistance  Grants. 

Mr.  Peer.  The  primary  difference  in  the  section  306A  and  the 
section  306B  Emergency  Community  Water  Assistance  Grants  is 
the  population  limits.  The  section  306A  Emergency  Community 
Water  Assistance  Grant  Program  was  authorized  by  the  "Disaster 
Assistance  Act  of  1989"— Public  Law  101-82.  The  section  306A 
Emergency  Community  Water  Assistance  Grant  Program  author- 
izes grants  to  cities  or  towns  with  a  population  not  in  excess  of 
15,000  inhabitants  according  to  the  most  recent  decennial  Census 
of  the  United  States.  The  section  306B  Emergency  Community 
Water  Assistance  Grant  Program  was  authorized  by  the  "Food,  Ag- 
riculture, Conservation,  and  Trade  Act  of  1990" — Public  Law  101- 
624.  The  section  306B  Emergency  Community  Water  Assistance 
Grant  Program  authorizes  grants  to  cities  or  towns  with  a  popu- 
lation not  in  excess  of  5,000  inhabitants. 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
distribution,  by  State,  of  the  funds  made  available  for  fiscal  year 
1994. 

Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 

[The  information  follows:] 

EMERGENCY  COMMUNITY  WATER  ASSISTANCE  GRANTS  STATE  ALLOCATIONS 

AS  OF  MARCH  7,  1994 


State 


Alaska 

Arkansas 

California 

Colorado 

Delaware 

Georgia  

Idaho 

Illinois 

Maine 

Massachusetts 

New  Mexico 

South  Dakota 

Texas  

Washington 

National  Office  Reserve 

Total  

>  Section  306A  is  available  tor  natural  disasters. 


Section  306B 
amount 

Section  306A ' 
amount 

$160,000 

250,000 

796,000 

13,700 

75,000 

847,475 

30,600 
494,200 

$2,433,070 

872,000 

1,130,000 

881,000 

750,000 

62,368 

359,600 

4,028,057 

17,491,930 

10,000,000 

20,000,000 
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Mr.  Durbin.  What  is  the  current  unobligated  balance? 

Mr.  Peer.  As  of  March  7,  1994,  the  unobligated  balance  for  sec- 
tion 306B  is  $7,663,400  and  for  section  306A  is  $19,917,580. 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
number  of  loans  and  dollar  amounts  made  in  the  past  five  fiscal 
years  for  emergency  community  water  assistance  grants. 

Mr.  Peer,  I  will  be  glad  to  provide  the  information  for  the  record. 

[The  information  follows:] 

EMERGENCY  COMMUNITY  WATER  ASSISTANCE  GRANTS  OBLIGATED 
FISCAL  YEARS  1989  THROUGH  1994 

[Dollars  in  thousands] 

_     .  Number  of      Amount  ob- 

f  lscal  year  grants  ligated 

1989  0       0 

1990  0       0 

1991  46  $10,000 

1992  45  10,000 

1992/1993  Supplemental 5  700 

1993  51  10,000 

1993/1994  Supplemental '2  '82 

1994  '8  '2,337 

•  As  of  March  8.  1994. 
OUTREACH  PROGRAM  FOR  LOW-INCOME  UNDER-REPRESENTED  GROUPS 

Mr.  DURBIN.  As  part  of  the  fiscal  year  1995  budget  request,  you 
are  asking  for  authority  to  use  $2,000,000  in  developing  cooperative 
efforts  to  provide  information  and  technical  assistance  to  under- 
represented  groups  in  traditionally  agricultural  or  other  natural  re- 
source dependent  communities  for  encouraging  business  develop- 
ment. Provide  us  with  the  details  of  the  eligibility  requirements  to 
obtain  one  of  these  grants.  Have  the  10  institutions  been  selected 
yet? 

Mr.  Peer.  The  intent  of  the  Cooperative  Agreement  program  is 
to  provide  direct,  hands-on  job  creation  in  under-represented  com- 
munities. This  program  will  support  the  United  States  Department 
of  Agriculture  efforts  in  working  with  land-grant  universities  to 
promote  economic  and  community  development  in  rural  America. 
1890  and  1862  land  grant  institutions,  and  community  based  orga- 
nizations are  eligible  to  participate  in  this  cooperative  agreement 
which  will  provide  information  and  technical  assistance  to  under- 
represented  communities  for  encouraging  business  development. 
Many  of  the  under-represented  communities  in  the  past,  have  not 
utilized  the  resources  that  may  be  available  through  USDA. 

The  10  institutions  that  will  participate  in  this  program  for  fiscal 
year  1995  have  not  been  selected. 
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RURAL  BUSINESS  ENTERPRISE  GRANTS 

Mr.  Durbin.  How  many  requests  have  you  had  in  fiscal  years 

1993  and  1994  for  the  transportation  system  technical  assistance 
program? 

Mr.  Peer.  As  of  this  date,  no  requests  have  been  received  during 
fiscal  1994.  We  received  one  request  in  fiscal  year  1993  in  the 
amount  of  $500,0000,  which  was  funded. 

Mr.  Durbin.  Please  provide  a  list  of  grants  made  under  this  pro- 
gram. 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

RURAL  BUSINESS  ENTERPRISES  GRANTS  FOR  TRANSPORTATION  SYSTEM  TECHNICAL  ASSISTANCE 

FISCAL  YEAR  1989  THROUGH  1994 

Fiscal  year  Grantee  Amount 

1994  None None 

1993  Community  Transportation  Association  of  America  (CTAA)  $500,000 

1992  CTAA 500.000 

1991  CTAA 500,000 

1990 CTAA 500,000 

1989 Rural  America— also  known  as  CTAA 500.000 

TELEVISION  DEMONSTRATION  GRANTS 

Mr.  Durbin.  For  fiscal  year  1993,  please  provide  a  list  of  grants 
that  were  made  for  statewide,  nonprofit  television  stations. 

Mr.  Peer.  A  listing  of  grants  funded  in  fiscal  year  1993  to  pro- 
vide nonprofit,  public  television  systems  will  be  provided  for  the 
record. 

[The  information  follows:] 

Television  Demonstration  Grants 
1993 

Grantee  Amount 

Maine  Public  Broadcasting  Corp  $500,000 

Prairie  Public  Broadcasting,  Inc  750,000 

Vermont  ETV,  Inc 750,000 

RURAL  COMMUNITY  FIRE  PROTECTION  GRANTS 

Mr.  Durbin.  For  the  record,  please  provide  a  two-year  table 
showing,  by  State,  the  number  and  amount  for  the  rural  commu- 
nity fire  protection  grants. 

Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 

[The  information  follows:] 
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ANNUAL   RCFP   DISTRIBUTION    -    AMOUNTS   AND    NUMBERS   PER   STATE 


1993 

1993 

State 

AMOUNT 

NUMBER  OF 

RBCBIVBD 

VFD'S*  * 

BY  STATB 

ASSISTED 

Alabama 

54,800 

67 

Alaska 

77.000 

22 

Arizona 

47,900 

14 

Arkansas 

55,900 

112 

California 

97,000 

68 

Colorado 

67,000 

115 

Connecticut 

25,000 

29 

Delaware 

18,500 

4 

Florida 

73,100 

74 

Georgia 

65,600 

51 

Hawaii 

57,500 

1 

Idaho 

41,300 

14 

Illinois 

133,000 

16 

Indiana 

91,000 

38 

Iowa 

119,000 

160 

Kansas 

119,000 

81 

Kentucky 

60,200 

370 

Louisiana 

75.200 

61 

Maine 

26,670 

52 

Maryland 

38,000 

39 

Massachusetts 

28,000 

1 

Michigan 

97,000 

81 

Minnesota 

136,000 

136 

Mississippi 

54,800 

29 

Missouri 

100,000 

99 

Montana 

69,600 

65 

Nebraska 

91,000 

62 

Nevada 

32,000 

16 

New  Hampshire 

20,000 

28 

New  Jersey 

39,000 

30 

New  Mexico 

36,900 

18 

New  York 

93,420 

43 

North  Carolina 

78,400 

165 

North  Dakota 

112,100 

92 

Ohio 

103,000 

38 

Oklahoma 

67,700 

78 

Oregon 

56,500 

86 

Pennsylvania 

104,000 

77 

Rhode  Island 

15,500 

19 

South  Carolina 

59,500 

10b 

South  Dakota 

84,000 

39 

Tennessee 

62,300 

28 

TOTAL  ALLOCATED   «    $3,500,000 
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ANNUAL  RCFP  DISTRIBUTION  -  AMOUWTS  AND  NUMBERS  PER  STATB  (cont . ) 


1993 

1993 

State 

AMOUNT 

NUMBER  OF 

RECEIVED 

VFD'S  ** 

BX  STATE 

ASSISTBD 

Texas 

177,300 

91 

Utah 

40,000 

30 

Vermont 

21,000 

1 

Virginia 

S3, 800 

215 

Washington 

58,500 

33 

west  Virginia 

34,910 

22 

Wisconsin 

89,000 

117 

Wyoming 

27,000 

22 

Puerto  Rico 

15,100 

1 

Virgin  TslandB 

IS, 100 

1 

Pacific  Islands 

H.noo 

4 

TOTALS  $J, 446,500* 


3,271 


*  Difference  of  $53,400   is  money  used  for  administrative  expenses, 
**  VFD  =  Volunteer   Fire  Department 
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ANNOAL  RCPP  DISTRIBUTION  -  AMOUNTS  AND  NUMBKKS  PBR  STATB 


1992 

1992 

State 

AMOUNT 

NUMBER  OF 

RECEIVED 

VPD'S  ** 

BY  STATB 

ASSISTED 

Alabama 

54,386 

948 

Alaska 

77,000 

20 

Arizona 

53,000 

13 

Arkansas 

55,510 

110 

California 

- 

Colorado 

67,000 

112 

Connecticut 

25,000 

26 

Delaware 

7,850 

1 

Florida 

72,589 

74 

Georgia 

65 , 061 

21 

Hawaii 

50,000 

4 

Idaho 

41,300 

15 

Tllinoia 

132,000 

19 

Indiana 

91,000 

24 

Iowa. 

119,000 

217 

Kansas 

119, 000 

73 

Kentucky- 

59,780 

139 

Louisiana 

74,724 

72 

Maine 

27,000 

57 

Maryland 

38,000 

31 

Massachusetts 

22.200 

1 

Michigan 

97,000 

98 

Minnesota 

135,640 

us 

Misoiauippi 

51,386 

31 

Missouri 

100,000 

86 

Montana 

69,600 

69 

Nebraska 

91,000 

57 

Nevada 

32,000 

20 

New  Hampshire 

- 

- 

New  Jersey 

39,000 

39 

New  Mexico 

37,000 

18 

New  York 

92,996 

54 

North  Carolina 

77,871 

100 

North  Dakota 

112,100 

100 

Ohio 

103,000 

41 

Oklahoma 

67,196 

86 

Oregon 

56,500 

26 

Pennsylvania 

104,000 

77 

Rhode  island 

15,500 

10 

Soueh  Carolina 

SO, 116 

53 

South  Dakota 

84,000 

36 

Tennessee 

62,915 

51 

TOTAL  ALLOCATED  =  S3, 500, 000 
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ANNUAL  RCFP  DISTRIBUTION  -  AMOUNTS  AND  NUMBERS  PER  STATB  (cone.) 


1992 

1992 

State 

AMOUNT 

NUMBER  OP 

RBCSIVED 

VFD'S  ** 

BY  STATB 

ASSISTED 

Texas 

176,080 

217 

Utah 

40,000 

27 

Vermont 

21,000 

1 

Virginia 

53,375 

227 

Washington 

53,375 

33 

west  Virginia 

34,731 

21 

Wisconsin 

89,000 

73 

Wyoming 

27,000 

26 

Puerto  Rico 

14,945 

1 

Virgin  Islands 

14,945 

1 

Pacific  lolando 

8.500 

3 

TOTALS    $3,271,856* 


3,777 


*  Difference  of   $85,121   is  money  used  for  administrative  expenses, 
and  $143,023   is  unobligated  and  will  h#»  ua*<\  to  finish 
1992  projects  in  1993. 

**  VFD  =  Volunteer  Fire  Department 
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Mr.  Durbin.  Describe  for  us  how  these  funds  are  distributed? 

Mr.  Peer.  Agricultural  appropriations  for  the  Rural  Community 
Fire  Protection  program  are  transferred  in  total  to  the  Forest  Serv- 
ice from  Rural  Development  Administration.  The  distribution  of 
these  funds  to  the  individual  States  is  completed  regionally  based 
upon  a  formula  developed  by  the  National  Association  of  State  For- 
esters and  the  Forest  Service.  The  formula  was  based  upon  the 
Conservation  Needs  Inventory.  Federal  and  State  cropland  acre- 
ages, Indian  tribal  reservation  lands,  other  non-federal  lands  not 
protected  under  other  federal  programs,  and  rural  communities 
under  10,000  population,  as  taken  from  the  1970  census.  This  for- 
mula allocates  a  percentage  of  the  total  funding  to  each  state. 

Mr.  Durbin.  What  was  the  backlog  of  grants  pending  at  the  end 
of  fiscal  year  1993? 

Mr.  Peer.  At  the  end  of  fiscal  year  1993,  there  was  no  backlog 
of  grants  in  the  Rural  Community  Fire  Protection  program.  All 
funds  were  obligated  and  distributed. 

LOCAL  TECHNICAL  ASSISTANCE  AND  PLANNING  GRANTS 

Mr.  Durbin.  As  part  of  the  Department's  rural  development  ini- 
tiative, you  are  requesting  to  start  a  new  grant  program  to  provide 
local  technical  assistance  for  business  development  in  rural  areas. 
Have  the  rules  and  regulations  been  promulgated  for  this  program? 
What  is  your  schedule  for  finalizing  the  rules  and  regulations? 

Mr.  Peer.  The  rules  and  regulations  for  the  Local  Technical  As- 
sistance and  Planning  Grants  program  are  being  prepared.  We  an- 
ticipate publishing  them  in  the  Federal  Register  during  fiscal  year 
1994. 

RURAL  DEVELOPMENT  COUNCILS 

Mr.  DURBIN.  How  many  States  currently  have  Rural  Develop- 
ment Councils? 

Mr.  PEER.  Twenty-eight  States  currently  have  fully-operating 
State  Rural  Development  Councils.  Nine  other  States  have  Coun- 
cils in  the  process  of  formation,  for  a  total  of  37. 

Mr.  Durbin.  What  is  the  total  amount  of  USDA  funding  provided 
to  Rural  Development  Councils?  In  which  accounts  of  USDA  are 
the  funds  budgeted  in  fiscal  year  1995? 

Mr.  Peer.  For  FY  1994,  USDA  has  budgeted  $3.5  million  to  sup- 
port the  State  Rural  Development  Councils  through  the  National 
Rural  Development  Partnership.  For  FY  1995,  we  are  requesting 
the  same  amount.  The  Partnership  is  an  inter-governmental,  pub- 
lic-private effort  to  implement  flexible  policies  that  are  adaptable 
to  local  conditions.  Participants  represent  Federal,  State,  local  and 
tribal  governments,  the  private  sector  (profit  and  non-profit),  and 
community-based  organizations.  The  funding  is  included  in  the 
Farmers  Home  Administration/Rural  Development  Administration 
Salaries  and  Expenses  account. 

APPALACHIAN  REGIONAL  DEVELOPMENT  COMMISSION 

Mr.  Durbin.  We  are  aware  that  funds  are  transferred  from  the 
Appalachian  Regional  Development  Commission  to  the  RDA.  De- 
scribe for  us  how  those  funds  are  used? 
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Mr.  Peer.  Appalachian  Regional  Commission — ARC — grant 
funds  transferred  to  RDA  can  be  made  available  to  entities  eligible 
for  Water  and  Waste  Disposal  Grants  or  Rural  Business  Enterprise 
Grants.  ARC  funds  may  be  used  to  assist  in  the  construction  of 
water  and  waste  disposal  facilities  and  to  make  grants  to  eligible 
entities  that  will  benefit  small  and  emerging  businesses. 

Mr.  Durbin.  Have  any  grants  or  loans  been  made  from  that  pro- 
gram during  fiscal  years  1993  or  1994? 

Mr.  Peer.  During  fiscal  year  1993,  48  ARC  Grants  for 
$11,489,606  were  made;  and  through  March  7,  1994,  16  ARC 
Grants  for  $3,240,860  have  been  made  during  fiscal  year  1994. 

emergency  community  water  assistance 

Mr.  Durbin.  For  the  record,  please  provide  a  list,  by  State,  of 
each  of  the  emergency  community  water  assistance  grants  made 
during  fiscal  year  1993  and  so  far  in  fiscal  year  1994. 

Mr.  Peer.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:! 
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EMERGENCY  COMMUNITY  WATER  ASSISTANCE  GRANTS  OBLIGATED 
FISCAL  YEAR  1994 
AS  OF  MARCH  8,  1994 


STATE 


PROJECT  NAME 


AMOUNT 


Arkansas 

Illinois 

Massachusetts 

Massachusetts 

Massachusetts 

Maine 

Maine 

Maine 

North  Dakota 

Washington 

Washington 

TOTAL 


Compton  Water  Association 
Alto  Pass  Water  Dist 
Town  of  West  Stockbridge 
Wareham  Fire  District 
Worthington  Fire  District 
Corinna  Water  District 
Eagle  Lake  Water  and  Sewer 
New  Sharon  Water  District 
Town  of  Eger 
Ashford  Water  Dist. 
Lopez  Island  School 


250, 

7. 

500, 

500, 

130, 

500, 

75, 

22, 

75, 

29, 

330. 


000 

420* 

000 

000 

000 

000 

000 

000 

000* 

000 

600 


$2.419.020 


♦Supplemental  Appropriations  for  midwest  flood. 
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EMERGENCY  COMMUNITY  WATER  ASSISTANCE  GRANTS  OBLIGATED 
FISCAL  YEAR  1993 


STATE 

Alaska 

Alaska 

Alaska 

Alaska 

Alabama 

Arizona 

Arizona 

California 

California 

Colorado 

Georgia 

Georgia 

Iowa 

Idaho 

Idaho 

Illinois 

Illinois 

Illinois 

Indiana 

Indiana 

Indiana 

Kansas 

Kansas 

Kansas 

Kentucky 

Louisiana 

Louisiana 

Maine 

Minnesota 

Missouri 

Missouri 

Mississippi 

Nebraska 

New  Hampshire 

New  Mexico 

New  Mexico 

New  Mexico 

New  Mexico 

New  York 

New  York 

New  York 

Ohio 

Oregon 

Pennsylvania 

Pennsylvania 

Texas 

Utah 

Utah 

Washington 

Wisconsin 

Wisconsin 


PROJECT  NAME 

City  of  Hoonah 
City  of  Seldovia 
City  of  Shungnck 
Village  of  Tyonek 
Town  of  Berry 
Chloride  Water 
Why  Utility  Company 
Green  Valley  Water  Dist. 
Redway  Community  Service  Dist. 
Florissant  Water  and  Sewer  Dist 
City  of  Abbeyville 
City  of  Warrenton 
SIRWA  Creston 
City  of  Challis 
City  of  Hollister 
Alto  Pass  Water  Dist. 
Saline  Valley  #6 
Village  of  Vermilion 
Dupont  Water  Company 
Stucker  Fork  Conserv 
Town  of  Wave land 
City  of  Cedar  Point 
RWD  #13  Mont'er  Co 
RWD  #2  Brown  County 
Wallins  Creek 

Kolin  Ruby  Wise  Water  Dist. 
Sand  Hill 

Town  of  Pittsfield 
City  of  Cromwell 
PWSD  #2  Daviess  Co 
PWSD  #1  Clark  Co 
Village  of  Glendora 
City  of  Hay  Springs 
Bethlehem  Village 
City  of  Texico 
Farley  MDWCA 
Upper  Canoncito  MWA 
Manzano  MDWCA 
Forestport  Water  Dist. 
Town  of  Carroll 
Town  of  Forestport 
Erie  Huron  Co  RWA 
Ochoco  West  Water  Dist. 
Millheim  Borough 
Three  Springs 
Harleton  WSC 
Boulder  Farmstead  WC 
Lyman  Water  Company 
Kittitas  CO  WD  #3 
Medical  Services 
Village  of  Granton 


AMOUNT 

20,000 

75,000 

75,000 

9,940 

75,000 

32,000 

69,000 

455,000 

193,000 

58,300 

168,200 

75,000 

500.000 

21,200 

74,500 

23,210 

500,000 

46,000 

500,000 

500,000 

500,000 

75,000 

500,000 

500,000 

75,000 

75,000 

75,000 

500,000 

36,000 

495,400 

500,000 

22,300 

170,600 

65.000 

150,000 

75,000 

35,000 

75,000 

111,000 

308,560 

119,000 

431,000 

258,000 

275,200 

98,450 

400,000 

138,500 

65,000 

65,300 

131,000 

204.340 


TOTAL 


S10.000.000 
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GUARANTEED  ALCOHOL  FUELS  CREDIT  PROGRAM 

Mr.  Durbin.  Were  any  guarantees  made  under  the  alcohol  fuels 
credit  program  during  fiscal  year  1993? 

Mr.  Peer.  No  guarantees  were  made  in  fiscal  year  1993  under 
the  alcohol  fuels  credit  program. 

Mr.  Durbin.  Are  any  applications  pending  for  this  program? 

Mr.  Peer.  There  are  no  applications  pending  for  this  program. 

SOLID  WASTE  MANAGEMENT  GRANTS 

Mr.  Durbin.  Please  provide  us  with  a  listing  of  all  the  solid 
waste  management  grants,  by  State  and  dollar  amount,  for  each 
grant  that  was  made  during  fiscal  year  1993  and  so  far  in  fiscal 
year  1994. 

Mr.  Peer.  In  fiscal  year  1993,  30  Solid  Waste  Management 
Grants  were  made  to  the  organizations  listed  below.  For  fiscal  year 
1994,  we  received  63  preapplications  for  $6.1  million.  We  are  cur- 
rently reviewing  all  preapplications  for  determination  on  eligibility. 
No  grants  have  been  approved  as  of  March  7,  1994. 

[The  information  follows:] 

Solid  Waste  Management  Grants — 1993 
State:  Project  Name  Amount 

Arkansas: 

East  Arkansas  Planning  &  Development  District  $87,710 

Western  Arkansas  Planning  &  Development  District 100,000 

White  River  Planning  &  Development  District  98,950 

Georgia: 

Coastal  Georgia  Regional  Development  Center 566,670 

Idaho: 

North  Central  District  Health  Department  51,520 

Southwest  District  Health  Department 85,370 

Illinois: 

Two  Rivers  Regional  Council  of  Public  Officials  19,150 

Iowa: 

Mid-Iowa  Development  Association  50,000 

Maine: 

Androscoggin  Valley  Council  of  Governments  122,500 

Eastern  Maine  Development  Corporation  170,000 

Hancock  County  Planning  Commission 20,890 

North  Kennebec  Regional  Planning  Commission  70,000 

Northern  Maine  Regional  Planning  Commission  99,640 

Maryland: 

Solid  Waste  Association  of  North  America 82,970 

Massachusetts: 

Center  for  Ecological  Technology,  Inc 99,040 

Fundamental  Action  to  Conserve  Energy 53,670 

Michigan: 

Resource  Recovery  &  Recycling  Authority  25,550 

Missouri: 

Meramec  Regional  Planning  Commission  63,980 

Nebraska: 

West  Central  Nebraska  Development  District 143,980 

No.  Carolina: 

Land-of-Sky  Regional  Council  48,000 

Oklahoma: 

Oklahoma  Rural  Water  Association 78,500 

South  Western  Oklahoma  Development  Authority  75,000 

Puerto  Rico: 

Scientific  &  Technical  Services,  Inc 83,380 

So.  Carolina: 

South  Carolina  Appalachian  Council  of  Govts 85,000 
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State:  Project  Name  Amount 

Tennessee: 

Southeast  Tennessee  Development  District  42,420 

Vermont: 

Association  of  Vermont  Recyclers  40,000 

Central  Vermont  Solid  Waste  Management  District 46,500 

Virginia: 

Crater  Planning  District  Commission  25,000 

Rural  Community  Assistance  Program,  Inc 420,000 

Wisconsin: 

Northwest  Wisconsin  Business  Development  Corp  44,610 

Total  3,000,000 

Mr.  Durbin.  How  many  requests  for  funding  were  pending  at  the 
end  of  fiscal  year  1993? 

Mr.  Peer.  Preapplications  for  the  Solid  Waste  Management 
Grant  Program  are  not  carried  forward  to  the  next  fiscal  year.  If 
funding  is  appropriated  for  the  program,  preapplications  are  ac- 
cepted beginning  October  1  through  December  31. 

AGRICULTURAL  COOPERATIVE  SERVICE 

Mr.  Durbin.  The  Agricultural  Cooperative  Service — ACS — was 
merged  into  the  Rural  Development  Administration  recently.  De- 
scribe for  us  the  integration  of  the  ACS  into  the  RDA.  How  much 
have  you  budgeted  to  carry  out  the  functions  of  the  ACS  in  fiscal 
year  1995?  In  which  accounts  are  the  funding  for  this  activity? 

Mr.  Peer.  RDA  is  in  the  process  of  completing  the  appropriate 
documents  to  transfer  funds  and  supervision  of  ACS  administrative 
funds.  In  addition,  activities  are  underway  in  personnel,  real  and 
personal  property,  information  resources  and  program  management 
to  assure  that  all  necessary  activities  and  system  changes  for  this 
transfer  are  made  no  later  than  March  20,  1994. 

We  included  in  the  FY  1995  President's  Budget  for  Farmers 
Home  Administration  and  the  Rural  Development  Administration 
$5,777,000,  of  which  $450,000  will  be  available  through  fees  for 
services  provided. 

Mr.  Durbin.  Please  list  for  the  record  the  number  of  requests  for 
technical  assistance  and  services  rendered  to  cooperatives  during 
fiscal  year  1993. 

Mr.  Peer.  I  will  provide  for  the  record  a  list  that  shows  the  recip- 
ient, location  and  services  rendered  for  each  of  the  53  requests  for 
technical  assistance  received  and  serviced  during  fiscal  year  1993. 

[The  information  follows:] 
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Intertribal  Agricultural  Council,  Billings,  MT.   Assist  in 
developing  agricultural  cooperative  in  Indian  country. 

Women  and  Employment,  Inc.,  Charleston,  WV.   Assist  in 
developing  a  knitting  and  marketing  cooperative. 

Northeast  Angora  Goat  Resource  Center,  Westfield,  VT.   Study 
the  feasibility  of  starting  a  cooperative. 

Georgia  Farm  Bureau,  Macon,  GA.   Assist  in  organizing  a 
marketing  cooperative. 

Cape  Ann  Vessel  Association,  Gloucester,  MA.   Assist  in 
forming  fisheries  cooperative. 

Massachusetts  Federation  of  Beekeepers  Association,  Gill, 
MA.   Assist  in  forming  a  cooperative. 

Carolina  Herb  Growers,  Mars  Hill,  NC.   Assist  in  organizing 
a  marketing  cooperative. 

Swiss  Valley  Farms,  Davenport,  IA.   Conduct  a  membership 
survey. 

Puna  Citizens  Group,  Hilo,  HI.   Organize  a  producers 
cooperative . 

Kentucky  Egg  Producers,  Louisa,  KY.   Assist  in  determining 
feasibility  of  egg  marketing  cooperative. 

California  Beet  Growers  Association,  Stockton,  CA.   Assess 
California  sugar  industry  with  recommendations  for  restructuring 
or  consolidation. 

Mid-America  Dairymen,  Inc.,  Springfield,  MO.   Study 
alternative  governance  structures  and  explore  various  financing 
alternatives . 


185 


Farmers  Supply  Association,  Inc.,  Pine  Bluff,  AR.   Conduct  a 
complete  financial  and  operational  analysis  of  the  cooperative's 
organization. 

Owensboro  Vegetable  Marketing,  Owensboro,  KY.   Assist  in 
starting  a  marketing  cooperative  for  selling  local  vegetables. 

Maine  State  Cranberry  Growers  Cooperative,  Portland,  ME. 
Assist  in  forming  a  cranberry  marketing  cooperative. 

Toledo  Farmers'  Market  Association,  Toledo,  OH.   Assist  in 
forming  a  marketing  cooperative  to  manage  Toledo  Farmers  Market. 

Horticulture  Producers  Federated  Association,  Monticello, 
KY.   Determine  the  feasibility  of  operating  a  vegetable  packing 
facility. 

Farmers  Union  Oil  Company,  Berthold,  ND.   Study  feasibility 
of  consolidation  with  another  cooperative. 

Southwest  Mississippi  Rabbit  Producers  Association, 
Brookhaven,  MS.  Assist  in  organizing  a  rabbit  marketing 
cooperative . 

Maryland  Council  of  Farmer  Cooperatives,  Rohrersville,  MD. 
Study  revenue  generating  activities  of  other  State  Councils. 

MBG  Marketing,  Grand  Junction,  MI.   Study  alternative 
organizational  structures  and  make  recommendations. 

Missouri  Pork  Marketing  Cooperative,  Owensville,  MO.   Assist 
in  organizing  a  pork  marketing  cooperative. 

Empire  Livestock  Marketing  Cooperative,  Syracuse,  NY.   Study 
cooperative  operations,  locations,  markets  and  membership. 

Association  of  Artisans,  Inc.,  Halifax,  NC.   Determine 
marketing  needs,  identify  potential  markets,  create  business 
plans  and  develop  overall  strategic  plan. 

Trinity  Alps  Botanicals,  Hayfork,  CA.   Provide  educational 
assistance  regarding  the  general  function  of  cooperatives. 

Lowville  Producers  Dairy  Co-op,  Inc.,  Lowville,  NY. 
Research  new  milk  markets  for  member  milk. 

Thornwell  Warehouse  Association,  Lake  Arthur,  LA.   Follow  up 
study  on  implementation  of  operational  changes. 

Southwest  Feed  &  Farm  Supply,  Inc.,  Opelousas,  LA.    Study 
feasibility  of  operating  efficiency. 

Farmers  Exchange,  Bentonville,  AR.   Conduct  a  financial  and 
operational  analysis. 
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American  White  Wheat  Producers  Association,  Atchison,  KS . 
Assess  long  range  planning  methods  and  capitalization 
alternatives . 

Lakeside  Farms  Agricultural  Cooperative,  Coral,  MI.    Assist 
in  determining  feasibility  of  establishing  a  purchasing/ 
processing/marketing  cooperative . 

Dairy  Cooperatives,  Various  Locations,  USA.   Request 
comparative  manufacturing  cost  study. 

Gulf  Dairy  Association,  Inc.,  Kentwood,  LA.   Conduct  study 
to  determine  best  method  for  producer  representation  on  board  of 
directors. 

Pennsylvania  Council  of  Cooperatives,  State  College,  PA. 
Conduct  comparison  study  of  dues  formula,  budget  and  membership 
profile  with  other  State  Councils. 

Blue  Water  Harvesters  Cooperative,  Port  Orford,  OR.   Provide 
cooperative  information,  develop  business  plan,  and  provide 
technical  advice  on  organizing  an  aquatic  products  cooperative. 

Bertie  Peanut  Cooperative,  Windsor,  NC.   Study  merger 
potential . 

Concerned  Citizens  del  Norte,  Questa,  NM.   Provide  guidance 
in  organizing  a  marketing  cooperative. 

Coble  Dairies,  Tryon,  NC.   Provide  director  training. 

Grand  Ledge  Produce  Company,  Grand  Ledge,  MI.   Assist  in 
business  planning  and  updating  bylaws. 

Pelkie  Cooperative  Society,  L'  Anse,  MI.   Help  solve  severe 
financial  problems. 

Northern  California  Aquaculture  Cooperative,  Kneeland,  CA. 
Assist  in  formulating  a  business  plan  and  developing  operational 
procedures . 

Allen  Dairy,  Fort  Wayne,  IN.   Evaluate  dairy  plant 
operations . 

Great  Plains  Co-op,  Benedict,  NE.   Identify  issues,  develop 
strategies  and  action  plans  to  help  swine  producers. 

Mountain  Organic  Growers,  Asheville,  NC.   Help  draft 
articles  and  bylaws  for  new  cooperative  and  advise  on  effective 
management . 

Tri-County  Forestry  Co-op  Group,  Sandpoint,  ID.   Assist 
steering  committee  in  developing  forest  services  division  within 
local  supply  cooperative. 
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Southern  Alternatives  Incorporated,  Albany,  GA.   Provide 
assistance  and  technical  support  in  completing  a  feasibility 
study  of  proposed  operation. 

Smith  Island  Seafood  Marketing,  Tylerton,  MD.   Assist  in 
developing  feasibility  and  business  plans. 

Dakotah  Earth,  Mandan,  ND.   Assist  in  developing  governance 
and  internal  control  mechanisms . 

Delaware  Vegetable  Processing  Committee,  Rehoboth,  DE. 
Provide  feasibility  analysis  and  develop  business  plans. 

Equity  Co-operative  Association,  Baker,  MT.   Conduct  market 
survey  to  determine  economic  viability  of  constructing  a  52 -car 
grain  loading  facility. 

Watermark  Association  of  Artisans,  Camden,  NC.   Assist  in 
5-year  business  planning. 

Ohio  Poultry  Growers,  Butler,  OH.   Assist  in  organizing  Ohio 
Chapter  of  the  National  Poultry  Growers  Association. 

Virginia  Clam  Marketing  Cooperative,  Wicomico,  VA.   Help 
organize  a  clam  marketing  cooperative. 
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Mr.  Durbin.  Please  provide  us  with  a  breakout  of  costs  for  each 
of  the  five  basic  parts  of  the  Agricultural  Cooperative  Service,  as 
reflected  for  fiscal  years  1993,  1994,  and  1995. 

Mr.  Peer.  I  would  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

-  ,  1993  1994  1995 

Programmatic  area  (actual)  (estimate)  (estimate) 

Technical  Assistance $990,613  $772,678  $1,270,940 

Cooperative  development  1,033,019  878,066  866,550 

Research 2,088,040  1,682,216  2,137.490 

Cooperative  statistics  678,010  583,089  808,780 

Education-information 769,262  676,951  693,240 

Total  5,558,944        4,593,000        5,777,000 

Mr.  Durbin.  Also  provide  a  three-year  table  that  shows  the  cost 
based  on  function  lines  of  the  three  divisions  within  the  Agricul- 
tural Cooperative  Service. 

Mr.  Peer.  I  would  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

n  1993  1994  1995 

Ulvls,0n  (actual)  (estimate)  (estimate) 

Cooperative  development  $793,807         $762,293         $866,550 

Cooperative  marketing  1,108,441        1,064,436        1,444,250 

Cooperative  services  1.194,048        1,146,644        1,328,710 

Total ' 3,096,296        2,973,373        3,639,510 

>  Totals  do  not  equal  appropriated  budget  numbers  since  the  Information  Staff,  Statistical  Staff  and  the  Office  of  the  Administrator  are  not 
included. 

Mr.  Durbin.  Please  provide  a  table  showing  the  number  of  farm- 
er cooperatives  in  the  United  States  for  each  of  the  past  ten  years. 

Mr.  Peer.  I  would  be  happy  to  provide  the  information  for  the 
record. 

[The  information  follows:] 

Farmer  cooperatives,  1983-92 

Year-  Number 

i983 5,989 

1984 5,782 

1985 5,625 

1986 5,369 

1987 5,109 

1988 4,937 

1989 4,799 

1990 4,663 

1991 4,494 

1992 4,315 


COOPERATIVE  PUBLICATIONS 

Mr.  Durbin.  How  many  subscribers  do  you  have  for  the  monthly 
magazine,  "The  Farmer  Cooperatives'?  What  is  the  cost  to  the 
agency  to  produce  this  magazine? 

Mr.  Peer.  "Farmer  Cooperatives"  has  a  national  readership  of 
nearly  6,000  made  up  primarily  of  cooperative  management  and  di- 
rectors. Of  that,  approximately  one-fifth  are  paid  subscriptions.  At 
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the  end  of  fiscal  year  1993,  the  Government  Printing  Office  had 
about  1,300  subscriptions. 

The  magazine  production  and  postage  costs  total  approximately 
$90,000  annually. 

Mr.  Durbin.  Do  subscriptions  pay  the  total  cost  of  this  publica- 
tion? 

Mr.  Peer.  No,  subscription  revenue  brings  in  approximately 
$19,000  to  partially  offset  production  costs  of  the  magazine.  Sub- 
scription fees  can  be  used  to  offset  printing,  reproduction,  and  han- 
dling costs;  but  not  salary  and  overhead  costs. 

Mr.  Durbin.  How  much  did  you  recoup  in  receipts  from  maga- 
zines and  other  publications  during  fiscal  year  1993? 

Mr.  Peer.  We  recouped  $46,520  in  fiscal  year  1993. 

TOP  100  COOPERATIVES 

Mr.  Durbin.  What  is  the  range  in  sales  of  the  largest  100  farmer 
cooperatives? 

Mr.  Peer.  The  range  in  sales  of  the  largest  100  farmer  coopera- 
tives in  1992  was  from  a  high  of  $3.5  billion  to  a  low  of  $71.7  mil- 
lion. This  compares  to  1991  when  the  range  was  from  a  high  of 
$3.7  billion  to  a  low  of  $83.6  million. 

COOPERATIVE  DEVELOPMENT 

Mr.  Durbin.  How  many  cooperatives  did  you  help  establish  dur- 
ing fiscal  year  1993?  Please  list  by  name,  location,  and  general 
farm  product  these  additions  to  the  cooperative  community. 

Mr.  Peer.  ACS  helped  to  incorporate  13  cooperatives  in  1993.  I 
will  provide  a  list  for  the  record. 

[The  information  follows:] 

1.  New  England  Venison  Cooperative,  North  Conway,  NH.  Deer  slaughter  and 
wholesale  venison  marketing. 

2.  Producers  Direct  Veal,  Green  Bay,  Wl.  Calf  slaughter  and  wholesale  marketing. 

3.  Cape  Ann  Fishermen's  Cooperative  Association,  Gloucester,  MA.  Fish  process- 
ing and  marketing. 

4.  Blue  Water  Harvester's  Cooperative,  Port  Oxford,  OR.  Harvesting  and  export 
sales  of  roe  from  sea  urchins. 

5.  Carolina  Herb  Growers,  Mars  Hill,  NC.  Marketing  of  herbs  grown  by  small 
farmers. 

6.  Farmers  Market  Association  of  Toledo,  Toledo,  OH.  Management  cooperative 
for  operating  farmers  market. 

7.  Hamakua/North  Hilo  Agriculture  Cooperative,  Hilo,  HI.  Land  leasing  coopera- 
tive. 

8.  Hawaii  Cattle  Ranchers  Cooperative,  Kamuela,  HI.  Marketing  of  member  cat- 
tle. 

9.  Hui  Laulime,  Inc.,  Molokai,  HI.  Production  financing  for  Native  Hawaiian  pro- 
ducers. 

10.  Northern  California  Aquaculture,  Eureka,  CA.  Trout  processing  and  market- 
ing. 

11.  Smith  Island  Crabmeat  Producers,  Inc.,  Smith  Island,  MD.  Cleaning  and  mar- 
keting of  crab  meat. 

12.  Maine  State  Cranberry  Growers,  Dennysville,  ME.  Marketing  of  member 
grown  cranberries. 

13.  Missouri  Hog  Producers,  Owensville,  MO.  Transporting  and  marketing  of 
member  hogs. 

Mr.  Durbin.  For  the  record  please  provide  a  ten-year  table  show- 
ing the  number  of  cooperatives  established  each  year  in  which 
USDA  assisted. 
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Mr.  Peer.  I  would  be  happy  to  provide  that  information  for  the 
record. 
[The  information  follows:] 

Cooperatives  incorporated  with  ACS  assistance,  FY  1984-93 

Fiscal  year:  Number  incorporated 

1984 7 

1985 1 

1986 8 

1987 6 

1988 7 

1989 9 

1990 10 

1991 8 

1992 8 

1993 13 

COOPERATIVE  STATISTICS 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing,  by 
State,  the  number  of  cooperatives,  the  combined  sales  volume,  and 
the  cooperatives'  share  of  total  farm  products  marketed  for  fiscal 
year  1993. 

Mr.  Peer.  ACS  did  not  collect  State  data  for  1992.  State  data  for 
1993  are  in  the  process  of  being  collected.  I  will  provide  a  table 
that  shows  the  information  requested  for  1991. 

In  1992,  cooperatives'  share  of  total  farm  products  marketed  at 
the  first  handler  level  was  estimated  at  27  percent. 

[The  information  follows:] 
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NUMBER  OF  COOPERATIVES  HEADQUARTERED  IN  STATE  AND  COMBINED  SALES 
VOLUME  OF  COOPERATIVES  OPERATING  IN  STATE,  1991  1 


State 


Number 


Sales 


State 


Number 


Sales 


Mil 


Mil.  $ 


Alabama 

70 

881 

.7 

New  Jersey 

19 

501 

.3 

Arizona 

12 

695 

.4 

New  Mexico 

8 

70 

.2 

Arkansas 

84 

1 

,349 

.4 

New  York 

170 

2 

,080 

.0 

California 

194 

8 

,014 

.4 

North  Carolina 

27 

810 

.5 

Colorado 

6? 

733 

.0 

North  Dakota 

295 

2 

,  104 

.5 

Connecticut 

5 

176 

.7 

Ohio 

115 

2 

,430 

.6 

Delaware 

3 

100 

.5 

Oklahoma 

126 

999 

.7 

Florida 

53 

2 

,240 

.6 

Oregon 

43 

1 

,275 

.2 

Georgia 

15 

1 

,007 

.6 

Pennsylvania 

81 

1 

,  970 

.  9 

Idaho 

46 

850 

.5 

South  Carolina 

9 

293 

.2 

Illinois 

245 

4 

,  022 

.8 

South  Dakota 

186 

1 

,562 

.5 

Indiana 

71 

2, 

,290 

—1 

1 ?nnessee 

85 

691 

.3 

Iowa 

292 

5 

,  848 

.8 

Texas 

309 

2, 

,596 

.2 

Kansas 

191 

2, 

,264, 

,8 

Utah 

28 

423 

.0 

Kentucky 

54 

822. 

.6 

Vermont 

9 

439 

.6 

Louisiana 

61 

500. 

5 

Virginia 

82 

912, 

.1 

Maine 

7 

247. 

9 

Washington 

99 

2, 

,117. 

4 

Maryland 

16 

442. 

2 

West  Virginia 

30 

111. 

6 

Massachusetts 

11 

733. 

7 

Wisconsin 

265 

6, 

011. 

7 

Michigan 

84 

1, 

979. 

4 

Wyoming 

18 

108. 

0 

Minnesota 

422 

5, 

915. 

2 

Other  States  2 

32 

633. 

6 

Mississippi 

109 

li 

215. 

6 

Missouri 

77 

2, 

170. 

8 

Foreign  3 

-- 

768. 

1 

Montana 

94 

427. 

6 

Nebraska 

179 

2, 

792. 

9 

Total  4       4 

,494 

76, 

636. 

3 

1  Sales  excludes  intercooperative  business. 

2  Information  for  these  States  were  grouped  to  avoid 
disclosure . 

3  Includes  value  of  farm  products  imported,  farm  supplies 
exported,  services  related  to  imported  farm  products  or  exported 
farm  supplies,  sales  to  domestic  military  installations,  or  sales 
of  farm  products  not  received  directly  from  member-patrons. 

*      Totals  may  not  add  due  to  rounding. 


78-307  0-94-7 
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COOPERATIVES  INCOME/ASSET  DATA 

Mr.  Durbin.  Please  update  for  the  record  last  year's  table  show- 
ing the  combined  farm  incomes,  sales,  net  margins,  assets,  and  re- 
turns on  assets  for  cooperatives,  to  include  1992  and  1993. 

Mr.  Peer.  I  will  be  glad  to  provide  the  information  for  the  record. 

[The  information  follows:] 

U.S.  FARMER  COOPERATIVES ' 

Farmer  cooperatives 

Net  farm       

income  J  <.  .     ,  Net  mar-  .     ,  Return  on 

(bll"ons'    <Sfa    V    <&&    jS 

Year: 

1981  $26.9   $71,534    $1,440   $28,840      5.0 

1982  23.8  69,150  854  28,553  3.0 

1983  142  66,755  1,055  28,810  3.7 

1984  26.1  73,047  1,009  29,182  3.5 

1985  28.8  65.601  775  27,779  2.8 

1986  31.0  58,395  688  26,496  2.6 

1987  39.7  60,318  1,486  27,643  5.4 

1988  38.8  66,430  1,680  29,286  5.7 

1989  46.9  72,129  1,851  29,649  6.2 

1990  46.5  77,266  1,440  30,024  4.8 

1991  40.0  76,636  1,570  31,268  5.0 

1992  48.6  79,284  1,440  31,994  4.5 

'  Data  are  based  on  a  calendar  year.  Data  for  1993  are  not  yet  available. 

2  "Economic  Indicators  of  the  Farm  Sector:  National  Financial  Summary,  1992."  Agriculture  and  Rural  Economy  Division,  Economic  Research 
Service,  U.S.  Department  of  Agriculture. 

"Excludes  intercooperative  business. 

■•Includes  cooperatives  that  operate  on  both  a  pooling  and  a  pooling  and  net  margins  basis  Shows  relative  changes  from  year-to-year  and 
not  actual  return  on  assets. 

RURAL  HOUSING — SECTION  502 

Mr.  Durbin.  Let  me  ask  a  few  questions  on  Farmers  Home  and 
then  turn  it  over  to  my  colleagues  here. 

Let's  talk  about  the  low-income  502  housing  program.  Testimony 
yesterday  and  your  Explanatory  Notes  suggest  that  you  propose  to 
increase  the  502  borrower's  loan  payment  to  30  percent  of  their  in- 
come. This  in  fact  will  reduce  the  number  of  potential  borrowers  in 
the  program. 

There  is  also  a  question  raised  as  to  whether  this  is  retroactive 
to  existing  borrowers.  Could  you  give  us  an  idea  on  both  counts  as 
to  what  impact  this  will  have?  Will  this,  in  effect,  reduce  the  avail- 
ability of  this  housing  program  to  lower  income  individuals? 

Mr.  Dunn.  Mr.  Chairman,  let  me  start  with  the  last  question 
first,  and  in  our  opinion,  it  is  not  effective  to  current  borrowers,  but 
only  those  that  would  be  affected  by  fiscal  year  1995  appropria- 
tions. 

On  the  first  item  that  you  asked  about,  the  impact  that  it  would 
have,  it  probably  would  skew  a  bit  who  would  be  eligible  to  receive 
loans.  We  are  directed  by  law  to  make  40  percent  of  single  family 
housing  loans  to  very  low  income  individuals.  Going  to  a  30-percent 
income  contribution,  does  take  more  out  of  their  disposable  income. 

We  would  like  to  explore  ways  in  which  we  can  look  at  perhaps 
factoring  in  maintenance  costs,  and  utilities. 
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Mr.  Durbin.  I'm  told  that's  another  major  concern  of  these  bor- 
rowers, that  after  the  PITI  responsibility,  they  still  have  utility 
bills  to  worry  about  which  can  be  daunting  to  a  low  income  family. 

Tell  me  this,  Mr.  Dunn,  what  is  driving  this  decision?  Is  it  mere- 
ly to  reduce  the  amount  of  money  involved  in  this  program?  Do  we 
have  higher  default  rates  when  people  are  only  paying  20  percent 
of  their  income?  What  is  it? 

I'm  trying  to  think  along  with  you  as  to  why  this  Administration 
would  come  to  a  conclusion  that  they  want  to  constrict  a  program 
and  limit  its  availability  to  lower  income  families.  It  comes  as  a  big 
surprise  to  me. 

Mr.  Dunn.  Mr.  Chairman,  the  over-arching  concern  here  was 
budget  constraints.  As  the  Administration  looked  at  what  was 
available  by  shifting  to  additional  rental  assistance,  and  voucher 
programs,  it  was  felt  that  more  individuals  who  needed  assistance 
could  receive  it. 

ELIGIBILITY  AT  20  PERCENT  VERSUS  30  PERCENT  CONTRIBUTION 

Mr.  Durbin.  What  kind  of  changes  will  we  see  in  numbers  of 
people  who  would  qualify  at  20  percent,  but  won't  at  30  percent? 

Mr.  Dunn.  We  are  in  the  process  of  trying  to  get  some  hard  fig- 
ures on  that,  Mr.  Chairman.  Certainly  there  will  be  a  substantial 
impact  on  very  low  income  individuals. 

UNDER-REPORTING  INCOME  OF  SECTION  515  TENANTS 

Mr.  Durbin.  I'm  going  to  have  some  trouble  with  that.  I  think 
some  other  people  on  the  Committee  might  as  well,  but  I  won't 
speak  for  them.  We  will  be  trying  to  work  with  you  to  see  if  there's 
a  way  to  save  some  money  without  really  hurting  programs  which 
we  all  know  have  been  under-funded  for  a  long,  long  period  of  time. 

Let  me  talk  to  you  about  those  folks  who  are  in  the  515  program. 
In  1990,  the  inspector  general's  office  said  that  there  was  a  serious 
problem  of  under-reporting  of  tenant  income  in  Section  515  hous- 
ing. 

They  stated  that  47  percent  of  the  tenants  were  improperly  or 
fraudulently  reporting  their  income.  In  1990,  Farmers  Home  head- 
quarters requested  a  field  survey  of  the  State  agencies  to  deter- 
mine how  they  can  match  wage  data  with  the  States  so  that  under- 
reporting would  be  reduced  or  eliminated. 

What  has  the  Agency  done  to  deal  with  this  problem? 

Mr.  Dunn.  The  income  match  is  a  serious  problem,  Mr.  Chair- 
man. We  share  that  concern.  We  have  to  look  at  possibilities  of 
going  to  the  States  and  getting  better  certification  for  that  income 
match,  so  that  we  are  assured  that  only  those  that  are  eligible  for 
the  program  receive  those  fundings. 

Mr.  Durbin.  What  has  been  done? 

Mr.  Dunn.  The  Department  began  devoting  attention  to  wage 
matching  even  before  the  Office  of  Inspector  General  report.  On 
August  9,  1989  the  Secretary  issued  memorandum  3450-1  entitled 
"Establishment  of  a  Data  Integrity  Board"  setting  out  guidance  on 
complying  with  the  provisions  of  the  Computer  Matching  Act,  Pub- 
lic Law  100-503. 

In  February  1990,  we  instructed  State  Directors  to  negotiate  a 
Memorandum  of  Understanding  with  the  state  wage  information 
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collection  agency  charged  with  reporting  wage  and  benefit  informa- 
tion to  the  Department  of  Labor.  In  May  1990,  guidance  was  pro- 
vided on  what  immediate  steps  could  be  taken  to  detect  and  service 
improper  tenant  reporting.  In  July  1992  we  provided  added  guid- 
ance aimed  at  expanding  third-party  verifications  in  the  multi- 
housing  program. 

We  have  also  drafted  legislation  to  ensure  wage  matching  bar- 
riers are  eliminated  by  requiring  all  States  to  share  earnings  data. 
These  changes  and  additional  guidance  have  been  incorporated  into 
permanent  regulations  in  August  1993. 

Mr.  Durbin.  It  has  been  three  or  four  years  since  this  came 
out — I  know  this  didn't  occur  on  your  watch,  but  I'm  just  wonder- 
ing whether  we're  moving  on  this  quickly  enough. 

This  really  seems  like  a  situation  where  we're  dealing  with 
fraud,  and  where  deserving  people  may  be  left  in  the  cold  because 
folks  that  don't  deserve  it  are  misstating  their  income.  Am  I  right 
in  my  conclusion? 

Mr.  Dunn.  That  is  correct,  Mr.  Chairman.  We  do  have  problems 
in  that  area.  We  have  met  with  OIG  to  try  to  help  devise  better 
methods  to  ensure  that  we  do  have  that  income  match  available. 

RENTAL  ASSISTANCE  PAYMENTS 

Mr.  Durbin.  What  is  FmHA's  estimate  on  the  amount  of 
underreporting?  Do  you  have  any  estimate  of  what  the  loss  is  to 
the  Federal  Government  in  rental  assistance  payments  and  inter- 
est credits? 

Mr.  Dunn.  As  you  indicated  earlier,  the  OIG  reported  up  to  47 
percent  of  tenants  are  improperly  reporting  income.  The  OIG  esti- 
mates the  questioned  Rental  Assistance  based  on  misreported  ten- 
ant income,  as  being  approximately  $4.37  million,  and  the  ques- 
tioned interest  credit  subsidy  based  on  misreported  tenant  income 
in  the  states  reviewed  as  being  approximately  $4.40  million.  In 
summary,  the  OIG  estimated  the  management  improvements  rec- 
ommended to  detect  misreported  tenant  income  would  result  in 
Government  savings  of  approximately  $8.77  million.  The  Agency 
concurs  with  these  estimates. 

Mr.  Durbin.  In  response  to  an  OIG  audit  conducted  in  Septem- 
ber 1993,  FmHA  planned  to  seek  legislative  authority  to  establish 
civil  monetary  penalties  for  borrowers  who  violate  their  loan  agree- 
ments. What  is  the  status  of  this  legislative  request? 

Mr.  Dunn.  FmHA  does  intend  to  seek  legislative  authority  in 
this  area.  We  are  aware  that  the  Department  of  Housing  and 
Urban  Development  was  successful  in  obtaining  similar  legislation 
in  the  past  and  has  issued  regulations  implementing  the  process. 
Currently  we  are  obtaining  copies  of  HUD's  legislation  and  regula- 
tions to  determine  if  FmHA  can  pattern  its  proposal  after  HUD's. 
We  anticipate  proposing  legislation  as  soon  as  this  determination 
is  made. 

RURAL  RENTAL  HOUSING  LOANS 

Mr.  Durbin.  The  budget  proposes  to  reduce  the  section  515  rent- 
al housing  program  from  $540,107,000  to  $220,000,000.  What  is 
the  current  known  backlog  in  dollar  volume  and  number  of  ap- 
proved preapplications  and  final  applications  for  Section  515  loans? 
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Mr.  Dunn.  A  recent  survey  indicated  that  there  were  432  appli- 
cations on  hand  requesting  $419,008,067,  and  another  1,054 
preapplications  in  process  requesting  $1,096,770,160. 

Mr.  Durbin.  Approximately  how  many  units  can  be  financed  by 
your  fiscal  year  1995  request?  What  is  the  breakdown  between  new 
units  and  renewals? 

Mr.  Dunn.  Our  proposed  section  515  allocation  of  $220,000,000 
would  finance  about  5,000  new  units  of  rental  housing.  Our  section 
521,  Rental  Assistance  request  of  $523  million  would  finance  ap- 
proximately 40,950  units — 27,600  units  for  renewals;  4,200  units 
for  new  construction;  8,680  units  for  servicing;  and  470  units  for 
debt  forgiveness. 

Mr.  Durbin.  Recently,  you  changed  the  rules  related  to  required 
withdrawals  from  capital  reserve  accounts  to  having  an  FmHA  offi- 
cial countersign  to  ensure  that  the  payment  is  for  allowable  project 
improvement  expenses.  Do  you  have  any  estimate  on  total  loss  to 
the  government  of  fraudulent  or  unauthorized  withdrawals  of  funds 
from  the  capital  reserve  accounts  of  section  515  projects? 

Mr.  Dunn.  We  do  not  have  firm  estimates  in  this  area  but  we 
do  know  from  numerous  OIG  audits  and  our  own  internal  manage- 
ment reviews  that  we  were  vulnerable  and  were  experiencing 
abuses  in  this  area.  That  is  why  we  took  steps  to  impose  counter- 
signature requirements  so  we  can  better  prevent,  detect,  and  en- 
force recovery  of  reserve  account  abuses. 

Mr.  Durbin.  What  is  the  total  amount  of  subsequent  loans  that 
have  been  made  as  a  direct  result  of  unauthorized  depletion  of  cap- 
ital reserve  accounts? 

Mr.  Dunn.  Again,  we  do  not  have  firm  estimates  but  we  know 
we  are  seeing  an  increase  in  demand  for  subsequent  loan  activity. 
Some  of  this  is  expected  as  our  properties  grow  older  and  substan- 
tial repairs  are  needed  in  excess  of  the  levels  which  can  be  accom- 
modated from  fully  funded  reserve  accounts. 

However,  we  know  that  some  of  this  increased  demand  is  due  to 
the  failure  of  borrowers  to  live  up  to  their  responsibilities  and  prop- 
erly maintain  and  operate  their  facilities.  As  you  know,  we  ordered 
emergency  health  and  safety  reviews  in  our  field  offices  after  be- 
coming aware  of  disturbing  reports  of  the  condition  of  some  of  our 
multi-family  housing  properties.  The  results  of  these  deficiencies 
should  help  us  assess  the  extent  of  the  costs  arising  as  a  direct  re- 
sult of  those  who  would  operate  in  an  irresponsible  manner. 

RURAL  RENTAL  HOUSING  LOANS 

Mr.  Durbin.  Of  the  total  amount  available  to  you  last  year  for 
section  515  loans,  how  much  was  obligated? 

Mr.  Dunn.  In  FY  93  the  Section  515  program  allocation  was 
$540,100,000.  We  obligated  100  percent  of  the  allocation. 

Mr.  Durbin.  Some  FmHA  field  personnel  have  expressed  belief 
that  the  point  award  system  used  by  FmHA  in  evaluating  which 
multi-family  home  development  applications  get  approved  is  faulty. 
In  general,  they  believe  that  too  much  weight  is  given  to  the  num- 
ber of  units  of  substandard  housing  rather  than  to  the  need.  When 
was  the  last  time  the  point  system  was  evaluated? 
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Mr.  Dunn.  The  priority  point  system  was  last  revised  on  October 
1,  1993.  Over  120  comments  were  received  and  carefully  evaluated 
in  developing  the  final  rule. 

For  your  information,  the  priority  point  system  is  based  upon 
statute  which  requires  that  the  Agency  provide  priority  for  loan  re- 
quest in  areas  with  highest  levels  of  substandard  housing,  lowest 
incomes,  and  those  in  the  most  rural  areas  and  with  donated  land. 

Mr.  Durbin.  Do  the  demographics  upon  which  the  point  system 
is  based  distort  the  economics  of  demand  by  relying  on  numbers  of 
substandard  housing? 

Mr.  Dunn.  The  priority  point  system  is  intended  to  direct  loan 
requests  to  the  areas  required  by  statute.  However,  a  high  priority 
point  score  does  not  necessarily  mean  there  is  a  need  for  FmHA 
housing.  Need  and  demand  are  further  evaluated  through  market 
studies. 

When  developing  the  last  changes  to  the  priority  point  system, 
FmHA  attempted  to  add  a  further  element  to  the  system  in  an  at- 
tempt to  direct  assistance  to  communities  with  a  need  and  demand 
for  housing.  The  Agency  proposed  to  award  priority  points  to  com- 
munities with  basic  essential  services  such  as  a  grocery  store,  a 
health  care  facility,  post  office,  etc.  The  Housing  and  Community 
Development  Act  of  1992  specifically  prohibited  the  Agency  from 
considering  this  proposal. 

RENTAL  ASSISTANCE  CONTRACTS 

Mr.  Durbin.  Please  provide  us  with  a  five-year  table,  beginning 
in  1993  and  going  forward,  that  shows  the  expiring  rental  assist- 
ance contracts  for  each  year. 

Mr.  Dunn.  The  five-year  projections  of  renewal  needs  for  expir- 
ing rental  assistance  units  will  be  provided  for  the  record. 

[The  information  follows:] 

RENTAL  ASSISTANCE  CONTRACT  RENEWALS 

Fiscal  year  NUm  tfactl"""       Amount  needed 

1993                  19,605  $244,934,000 

1994                         24,017  301,556,000 

1995                      27,600  356,592,000 

1996                                    29,500  392,578,000 

1997 30,000  411,615,000 

The  FY  1994  and  1995  estimates  are  based  on  actual  monitored  contract  use.  The  potential  for  rent  increases  and  changes  in  utilities 
costs,  taxes  and  tenant  incomes  reduce  the  reliability  ot  these  for  extended  projections  into  future  years.  Consequently,  1996  and  1997  figures 
are  based  on  the  scheduled  expiration  of  contracts  entered  into  five  years  earlier  during  1991  and  1992.  The  estimates  for  1996  and  1997 
are  currently  being  updated. 

COST  OF  APPRAISALS 

Mr.  Durbin.  Last  year  we  noted  that  in  my  home  state  of  Illi- 
nois, Farmers  Home  was  paying  30  percent  more  for  appraisals 
than  what  banks  were  paying,  and  the  Agency  was  going  to  look 
into  that. 

Can  you  tell  me  what  you  found  and  how  this  will  impact  the  ap- 
praisal system? 

Mr.  Dunn.  Since  that  time,  the  provisions  of  the  Financial  Insti- 
tution Reform  and  Recovery  Enforcement  Act  have  been  imple- 
mented in  Illinois. 
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Mr.  Durbin.  In  all  States? 
Mr.  Dunn.  Yes,  sir. 

Mr.  Durbin.  Perhaps  you  will  get  back  to  us  on  how  the  ap- 
praisal system  will  change?  I  would  appreciate  it. 
Mr.  Dunn.  We  can  do  that. 
[Additional  information  follows:] 

As  an  example,  in  Single  Family  Housing,  on  January  12,  1993,  we  issued  instruc- 
tions to  the  field  on  performing  appraisal  reviews  in  conformance  with  the  Uniform 
Standards  of  Professional  Appraisal  Practices.  We  also  adopted  for  FmHA  the  most 
current  edition  of  the  Uniform  Residential  Appraisal  form,  which  is  used  by  Fannie 
Mae,  Freddie  Mac,  HUD,  and  VA.  Therefore,  since  FmHA  appraisal  requirements 
are  now  the  same  as  the  private  sector's,  we  expect  the  cost  to  be  comparable  also. 

PAPERWORK  REDUCTION 

Mr.  Durbin.  We  challenged  the  Acting  Administrator  last  year  to 
do  something  about  the  paperwork  mess  that  faces  folks  that  come 
to  your  agency,  and  she  promised  she  would.  She  kept  her  word 
and  came  back  with  specific  suggestions  of  things  that  could  be 
done  administratively,  and  things  that  needed  legislative  response. 

I  see  from  your  statement  here  this  morning  that  you've  already 
taken  many  steps  at  the  administrative  level  to  deal  with  paper- 
work. We  haven't  really  performed  on  our  end  of  the  bargain  yet, 
and  I'm  going  to  work  with  the  Agriculture  Committee  to  see  if  we 
can. 

But  I  thank  you  for  that  response.  I  still  marvel  at  the  fact  that 
in  our  congressional  wisdom,  we  require  people  who  are  elderly  and 
looking  for  a  loan  to  repair  the  roof  of  their  homes  to  file  an  affida- 
vit that  they  will  not  sell  narcotics  on  the  premises.  I  am  sure  that 
this  is  one  of  the  key  elements  in  our  war  on  drugs.  [Laughter.] 

Mr.  Dunn.  We  would  look  forward  to  working  with  the  Chairman 
on  those  changes. 

Mr.  Durbin.  Of  course,  I'm  being  facetious  for  the  record. 
[Laughter.] 

I  will  tell  you  that  this  is  the  sort  of  thing  that  Congress  gets 
carried  away  with,  and  we  don't  need  to  impose  that  on  the  borrow- 
ers nor  on  your  agency. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman,  and  Mr.  Dunn,  Mr.  Peer, 
Mr.  Nash.  Good  to  be  with  you  again.  However,  you  did  notice,  too, 
that  there  is  a  very  low  level  of  drug  impaction  in  those  kinds  of 
housing.  [Laughter.] 

CLOSING  OF  RDA  REGIONAL  OFFICES 

Something's  working.  Mr.  Chairman,  let  me  go  back  to  the  RDA 
situation  and  the  regional  offices  that  we've  asked  you  to  close. 

I  understand  that  some  of  the  employees  have  asked  the  Office 
of  Special  Counsel  to  investigate  the  allegations  that  RDA  has  vio- 
lated civil  service  laws,  including  sex  discrimination  and  discrimi- 
nation based  on  partisan  political  issues  and  so  forth.  Would  you 
comment  on  that?  Where  is  that  now,  and  what's  the  status  of 
that? 

Mr.  Peer.  I  would  make  a  few  comments. 

Mr.  Skeen.  Surely. 

Mr.  Peer.  And  then  I  would  like  to  defer. 

Mr.  Skeen.  Just  so  you  keep  the  ball  inside  the  lines. 
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Mr.  Peer.  Okay.  I'm  aware  there  are  some  concerns  about  sex 
discrimination  that  were  brought  to  our  attention  a  few  days  ago, 
and  we  plan  to 

Mr.  Skeen.  This  is  very  recent. 

Mr.  Peer.  Yes,  and  we  plan  to  deal  with  that.  We  understand 
there  are  at  least  four  employees  that  are  alleging  sex  discrimina- 
tion, and  we  plan  to  look  into  that  and  report  back  to  you  within 
a  matter  of  days. 

Mr.  Skeen.  A  few  days. 

Mr.  Peer.  Yes. 

Mr.  Skeen.  How  many  employees  are  affected  by  this,  and  what 
grade  and  pay  level  are  they  that  will  be  relocated  because  of  this 
readjustment? 

Mr.  Peer.  We  began  with  a  total  of  185  employees.  To  date,  we 
have  directed  the  reassignment  of  167  of  those.  Sixteen,  as  I  under- 
stand it,  are  no  longer  on  our  roll. 

Mr.  Skeen.  They  left? 

Mr.  Peer.  Yes,  they  either  got  other  jobs  or  retired. 

Mr.  Skeen.  I  see. 

Mr.  Peer.  I  cannot  answer  accurately  the  number  of  employees 
that  will  actually  have  to  move,  but  the  Department  is  prepared  to 
pay  their  relocation  expenses. 

The  grade  of  the  employees  range  anywhere  from  a  Grade  2  up 
to  a  14.  The  employees  most  affected  will  be  the  grades  of  13  and 
14. 

Mr.  Skeen.  Is  there  going  to  be  any  reductions  of  salaries  or 
grade  levels  because  of  the  reassignment? 

Mr.  Nash.  Congressman,  may  I  respond  to  that? 

Mr.  Skeen.  Surely. 

Mr.  NASH.  To  that  specific  question,  there  is  a  possibility  that 
there  would  be  some  reductions  in  grades  and  salaries  for  the  high- 
er level  employees,  the  13's  and  14's,  and  let  me  explain  how  that 
might  happen. 

The  concept  here  is  that  these  employees  in  these  seven  regional 
offices  will  be  relocated  to  State  Offices — right  now,  State  FmHA 
offices.  If  you  have  a  person  who  is  a  14  at  a  regional  office,  and 
that  person  moves  to  a  State  FmHA  office  where  the  other  employ- 
ees in  that  office  are  doing  similar  work,  that  person  would  prob- 
ably take  a  downgrade  rather  than  keep  his  grade  and  do  the  same 
work  as  another  employee  who  is  a  lesser  grade. 

We  see  a  problem  with  having  an  employee  moved  from  a  re- 
gional office  doing  the  same  work  as  a  state  or  county  employee, 
and  making  as  much  or  more  money,  so  in  those  few  cases,  the 

Mr.  Skeen.  It's  really  an  untenable  situation.  You  will  have  a 
very  difficult  internal  situation. 

Mr.  Nash.  Yes,  sir,  that's  what  we're  trying  to  avoid,  and  let  me 
refer  back  to  the  issue  of  sex  discrimination. 

As  I  understand  it,  there  are  some  women  who  were  moved  to 
a  regional  office  and  supposedly  there  were  men  who  were  not 
moved,  and  we  are  in  fact  looking  into  that.  That  decision  was 
made  at  the  local  level. 

We  want  to  make  sure  that  women  are  not  treated  any  dif- 
ferently than  men. 
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On  the  third  point,  there  were  several  of  the  13's  and  14's  who 
initially  were  to  be  reassigned  to  Washington,  and  if  they  were  di- 
rectly reassigned  to  Washington,  they  would  not  lose  any  grade  or 

pay. 

I  understand  that  some  of  those  individuals  are  very  concerned 
about  the  way  they  were  notified.  When,  in  fact,  they  were  notified 
to  be  reassigned  to  Washington,  there  were  no  job  descriptions  that 
had  been  fully  certified.  They  were  working  through  the  process. 

What  we  have  done  to  correct  that  technicality  is  to  rescind  the 
initial  letter  that  we  sent  out  to  them,  so  we  will  not  be  in  tech- 
nical non-compliance  with  civil  service  laws.  We  have  corrected 
that  problem. 

Mr.  Skeen.  During  the  determinations  on  the  move,  and  I  know 
this  is  a  very  difficult  situation  for  you  because  it  means  uprooting 
people  who  have  families  and  so  forth,  I  guess  every  one  of  these 
characteristics  was  taken  into  account  when  you  asked  or  made  the 
moves. 

Do  you  take  into  account  what  each  family  situation  is,  or  what 
the  personal  situation  is? 

Mr.  Nash.  We  do,  and  people  very  frankly  cannot  always  get 
what  they  would  like.  Complicating  this  issue 

Mr.  Skeen.  I  know,  but  we  keep  trying. 

Mr.  Nash.  I  know,  we  do  keep  trying.  Complicating  the  issue, 
Congressman,  is  the  fact  that  while  we  are  moving  people  from 
these  regional  offices  to  state  and  county  offices,  we  are  at  the 
same  time  in  the  process  of  closing  and  consolidating  these  offices. 

So  in  some  cases,  people  who  move  April  1st  to  an  office,  may 
in  fact,  have  to  move  again  if  that  office  is  closed.  That  further 
complicates  it.  It  is  a  very  difficult  process  to  go  through. 

Mr.  Skeen.  You've  got  too  many  balls  in  the  air  is  one  thing. 

Mr.  Nash.  We've  got  a  lot  of  balls  in  the  air,  and  we  have  had 
some  concerns  from  the  people  in  the  field. 

We  recently  had  people  leave  from  Washington  to  go  out  and  per- 
sonally meet  with  all  the  employees  who  have  concerns  to  assure 
them  that  we  were  going  to  try  to  be  as  fair  as  possible,  and  prac- 
tical. 

CENTRAL  VERSUS  INDIVIDUAL  WATER  SYSTEMS 

Mr.  Skeen.  Thank  you.  Let  me  go  to  the  water  situation  once 
again,  Mr.  Peer.  The  Chairman  asked  some  very  good  questions. 
What  we  are  having  is  a  controversy  between  centralized  water 
systems  and  individual  water  systems  in  our  country,  specifically 
in  our  rural  area,  in  New  Mexico,  because  it  is  very  much  of  a  rural 
State. 

There  has  been  a  lot  of  concern  about  the  surveys  being  done  by 
the  same  people  who  probably  are  going  to  be  doing  the  design  and 
development  of  the  system,  and  whether  the  criteria  is  fair  in  deal- 
ing with  the  question  of  whether  it  is  cheaper  or  more  economically 
feasible  to  have  a  centralized  system,  or  an  individualized. 

Is  that  taken  into  account? 

Mr.  Peer.  That  specific  question  you  just  asked  has  not  been 
brought  to  my  attention,  however  I  would  like  to  make  a  comment 
that  we  often  find  that  it  is  cheaper  for  smaller  rural  water  and/ 
or  sewer  systems  to  join  with  other  water  and/or  sewer  systems  be- 
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cause  the  operation  and  maintenance  costs  can  be  spread  over  a 
larger  user  base. 

We  would  encourage  that.  Let  me  ask  Mr.  Bennett,  if  I  may,  if 
he  has  any  knowledge  of  that  specific  question? 

Mr.  Skeen.  I  would  appreciate  that  because  we're  getting  mixed 
signals.  If  you  have  a  community  where  it  is  feasible  to  put  a  cen- 
tralized system  in,  I  wonder  if  you  are  doing  the  cost-effective  ac- 
counting in  the  original  appraisal. 

In  some  areas  it  is  almost  impossible,  but  we  are  still  trying  to 
develop  centralized  systems. 

Sometimes  it  doesn't  seem  like  there  is  a  lot  of  practicality.  If  the 
other  gentlemen  would  like  to  answer,  fine,  you  can  come  up  and 
answer  because  this  has  become  controversial  in  our  part  of  the 
country. 

Mr.  Bennett.  Mr.  Chairman,  we  are  not 

Mr.  Skeen.  Please  give  us  your  name. 

Mr.  Bennett.  Glenn  Bennett,  Acting  Associate  Administrator  of 
the  Rural  Development  Administration. 

Mr.  Skeen.  Thank  you. 

Mr.  Bennett.  It  is  an  objective  of  the  Agency  to  try  to  get  water, 
adequate  water  and  sewer  facilities  to  rural  people  in  the  most  fea- 
sible manner. 

Many  times  those  facilities  are  central-types  of  facilities.  The  de- 
sign of  the  facility  is  done  in  a  manner  that  would  be  intended  to 
provide  the  best  service  to  the  people.  The  local  community  deter- 
mines the  service  they  desire  to  include  in  a  project,  RDA  is  inter- 
ested in  systems  meeting  needs  of  the  rural  community  and  that 
those  people  who  can  legally  and  feasibly  be  served  receive  such 
service. 

I  think  one  point  that  needs  to  be  made  is  that  the  cost  of  con- 
struction contracts  to  build  would  normally  be  determined  by  com- 
petitive bidding,  and  not  necessarily  set  by  any  individual.  Facility 
designs  are  reviewed  by  agency  officials,  although  they  are  de- 
signed by  a  professional  engineer.  The  agency  would  review  the  de- 
sign to  see  that  it  was  the  type  of  facility  in  line  with  what  we 
should  be  funding. 

There  is  a  very  diligent  effort  made  to  get  a  facility  in  place  for 
rural  people  that  is  what  they  need.  We're  very  concerned  and  con- 
tinuously look  at  not  providing  a  facility  that  is  over-designed,  that 
is  beyond  what  is  needed  and  what  the  applicant  can  afford. 

There  are  occasions  when  it  is  not  feasible  to  get  out  to  those 
very  sparsely-populated  areas  with  a  central  facility.  Other  alter- 
natives to  provide  adequate  water  service  can  be  considered. 

Mr.  Skeen.  One  question  on  that  aspect  of  it — do  you  consult 
with  local  authorities  or  experts  or  whatever  they  are  classed  as  in 
that  particular  field  when  you  make  your  determination? 

Mr.  Bennett.  We  work,  of  course,  with  the  applicant  community 
since  it  will  be  their  system.  We  try  to  respond  to  the  needs  of  each 
particular  community  based  on  their  application,  and  encourage 
the  local  people  to  work  with  those  people  having  expertise  in  the 
area. 

We  require  that  the  facilities  we  fund  have  the  approval  and  per- 
mits, of  the  different  regulatory  agencies  that  may  have  jurisdic- 
tion, local  and  State. 
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So  in  response  to  your  question,  agency  approvals  and  permits 
are  obtained  by  the  local  community,  appropriate  local  and  State 
authorities  are  consulted  by  the  applicant  and  their  professional 
representatives. 

WATER  AND  WASTE  NEEDS  OF  COLONIAS 

Mr.  Skeen.  Thank  you  very  much  for  that  response,  and  let  me 
go  on  to  a  colonias  question.  Last  year  we  appropriated  $25  million 
in  water  and  waste  disposal  grants  for  colonias.  Do  you  understand 
what  those  are? 

Mr.  Peer.  Yes. 

Mr.  Skeen.  And  $21  million  has  been  allocated  to  date.  Do  you 
have  a  list  of  those  communities  that  have  been  allocated  the 
money  and  also  would  you  give  me  some  determination  on  those 
that  have  made  applications  and  are  still  waiting? 

Mr.  Peer.  I  did  not  bring  a  list  but  I  can 

Mr.  Skeen.  No,  just  for  the  record,  if  you  would  do  that. 

Mr.  Peer.  Yes,  I  will  be  happy  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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RDA  Colonias  Funding 
as  of  March  7,  1994 


State 

New  Mexico 
New  Mexico 
New  Mexico 
New  Mexico 
Texas 

Texas 
Texas 


Project  Name 

Anthony  Water  and  Sewer  Dist 

Garfield  MDWC  and  MSWA 

Picacho  Mutual  Water 

Rincon  Water  Conv.  Corp. 

El  Paso  Co.  Lower  Valley 
El  Paso  Co.  Lower  Valley 

Military  Highway  WSC 

North  Alamo  WSC  San  Carlos 


Amount 

$1,632,500 

1,917,000 

94,000 

600,000 

418,700 
1,971,000 

8,950,000 

2,164,500 


FmHA  Colonias  Funding 
as  of  March  7,  1994 


State 
Texas 


Number 
1,165 


Amount 

$  3,808,850 


RDA  Colonias  Request 
on  Hand  as  of  March  7,  1994 


State 

New  Mexico 

Texas 

California 


Number 
6 
14 

1 


Amount 
$  7,538,500 
25,403,160 
2,938,400 


State 
Texas 


FmHA  Colonias  Request 
on  Hand  as  of  March  7,  1994 

Number 

499 


Amount 

$  1,750,000 
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WATER  AND  SEWER  NEEDS  OF  NATIVE  AMERICANS 

Mr.  Skeen.  I  appreciate  that.  There  are  large  numbers  of  Native 
Americans  who  live  on  reservations  across  our  State.  I  just  wonder 
what  can  and  will  FmHA  do  to  shift  its  priorities  in  the  area  so 
that  we're  talking  about  some  of  the  Native  American  groups? 

Mr.  Nash.  Mr.  Congressman,  may  I  respond  to  that  question? 

Mr.  Skeen.  This  is  on  the  water  and  sewer  grant  program,  yes, 
sir. 

Mr.  Nash.  Oh,  I'm  sorry,  the  question  is  on  the  water  and  sewer 
grant  program. 

Mr.  Skeen.  Yes. 

Mr.  Nash.  As  it  relates  to  the  Native  Americans. 

Mr.  Skeen.  Native  Americans. 

Mr.  Peer.  We  currently  can  fund  water  and  sewer  projects  on  the 
reservations. 

Mr.  Skeen.  On  Indian  reservations. 

Mr.  Peer.  Yes.  We  can  do  that. 

Mr.  Skeen.  So  if  they  submit  an  application  and  so  forth,  they 
go  through  the  regular  process. 

Mr.  Peer.  Yes,  we  can. 

Mr.  Skeen.  Thank  you  very  much.  Mr.  Dunn,  we're  delighted  to 
make  your  acquaintance  as  a  graduate  of  the  University  of  New 
Mexico.  You're  a  fine  product.  We're  very  proud  of  you.  [Laughter.] 

Mr.  Dunn.  Thank  you,  sir. 

Mr.  Skeen.  Now  that  we've  poured  syrup  on  the  pancake,  we'll 
put  the  fork  in  it.  [Laughter.] 

DELINQUENT  FARM  LOANS 

Let  me  ask  you  about  this  delinquent  loan  situation  that  we've 
had  all  the  great  publicity  about,  and  I  am  sure  that  you  know  that 
we  talked  to  Secretary  Espy  about  the  situation. 

What  has  always  bothered  me  about  the  thing  is  that  the  Farm- 
ers Home  Administration  has  always  been  the  lender  of  last  resort, 
for  agricultural  production  and  so  forth.  I'm  sure  that  those  local 
committees,  and  whoever  processed  those  loans  and  oversaw  those 
loans,  had  a  great  deal  of  responsibility. 

Were  a  lot  of  these  loans  for  these  so-called  wealthy  farmers  ap- 
proved by  local  committees?  Who  serviced  those  loans,  and  how 
were  they  serviced,  and  why  do  we  have  that  problem  that  a  lot 
of  the  assets  were  not  taken  into  consideration? 

Mr.  Dunn.  Mr.  Skeen,  these  loans  were  originally  made  under 
the  economic  emergency  program  that  was  authorized  by  Congress. 

Mr.  Skeen.  An  earlier  program. 

Mr.  Dunn.  Yes,  sir.  That  was  authorized  by  Congress  in  the  late 
70's,  and  at  that  time,  there  was  no  limit  placed  on  those  loans, 
nor  was  there  any  limitation  on  who  was  eligible  to  receive  those 
loans,  and  consequently,  they  were  allowed  to  not  only  get  a  loan 
on  the  emergency  that  happened,  but  they  were  allowed  to  refi- 
nance all  existing  debt. 

Mr.  Skeen.  Everything  that  they  had,  the  whole  portfolio. 

Mr.  Dunn.  That  is  correct,  sir.  Congress,  over  the  years  of  over- 
sight, has  shut  the  door  on  all  of  that. 

Mr.  Skeen.  On  all  of  that. 
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Mr.  Dunn.  Yes,  sir.  The  barn  door  is  closed.  Unfortunately,  the 
horse  was  out.  What  has  happened  over  the  years  is  that,  first,  be- 
cause of  a  series  of  lawsuits,  the  Agency  was  enjoined  from  servic- 
ing those  loans  through  foreclosure  activities  because  the  Agency 
would  not  follow  its  own  procedures. 

That  resulted  in  Congress  writing  the  1987  Agricultural  Credit 
Act  which  set  up  mandates  for  how  the  Agency  should  service  those 
loans.  It  took  the  Agency  about  two  years  to  write  those  regula- 
tions, so  they  began  servicing  loans  under  the  new  regulations 
around  1989. 

In  that  interim  period,  the  Agency  was  enjoined  from  servicing 
those  loans  that  were  not  being  repaid,  for  one  reason  or  another, 
and  we  collected  interest  on  interest  built  on  those  particular  loans. 

So  as  we  go  back  and  look  at  some  of  those  loans,  it  is  not  un- 
usual to  see  the  interest  to  exceed  the  principal  amount  that  was 
originally  made  on  the  loan. 

Mr.  Skeen.  Certainly,  sir,  there  should  have  been  some  servicing 
action  taking  place.  There  should  have  been  negotiations  going  on. 

MEASURES  TAKEN  TO  ADDRESS  DELINQUENT  LOANS 

Mr.  Dunn.  Secretary  Espy  took  a  very  pro-active  role  in  this.  He 
asked  for  a  suspension  of  all  loan  servicing  activities  until  he  could 
see  how,  in  fact,  the  Agency  was  operating,  and  he  was  appalled 
to  find  out  that  35  percent  of  the  time,  the  Agency  was  not  follow- 
ing its  own  procedures.  We  were  incorrect. 

So  subsequently,  we  have  directed  a  new  Administrative  Notice 
with  a  checkoff  list,  telling  employees  how  to  operate  on  this  mat- 
ter. But  we  didn't  stop  there.  There  was,  beginning  in  1992,  the  de- 
velopment of  a  Large  Loan  Group.  They  recruited  folks  during 
1992,  and  in  1993,  we  began  implementing  the  recommendations  of 
that  Large  Loan  Group,  to  resolve  these  large  loans. 

We  had  some  1,400  of  them  on  the  books  at  that  time.  They  have 
worked  those  down  to  around  948  at  this  particular  time,  so  there 
have  been  on-going  activities  that  have  shown  results. 

In  addition,  we  have  conducted  training  on  resolving  large  delin- 
quent loans  with  the  States.  We  have  identified  15  States  that 
have  25  or  more  of  these  loans,  and  have  put  together,  recruited 
within  those  States,  large  loan  personnel,  and  have  established  a 
plan  of  action  of  how  to  get  these  loans  worked  down,  and  to  re- 
cover for  the  United  States  Government,  every  cent  that  we  can  on 
these  particular  loans. 

The  Secretary  sometime  gets  a  bit  impatient  and  he  says  we've 
got  to  do  more,  so  recently  he  has  established  a  loan  resolution 
group. 

Mr.  Skeen.  Is  this  what  is  known  as  purgatory? 

Mr.  Dunn.  Yes,  sir.  [Laughter.] 

That  group  is  calling  on  the  expertise  of  extra-agency  person- 
nel— Department  of  Justice,  Internal  Revenue  Service,  other  agen- 
cies that  have  been  involved  with  these  types  of  loans.  We  have 
met  with  the  Resolution  Trust  Corporation,  for  instance,  who 
helped  establish  a  game  plan  on  how  we  can  more  effectively  and 
more  quickly  work  through  these  loans  to  either  get  them  operat- 
ing, or  get  them  off  the  books,  one  way  or  the  other,  to  collect  as 
much  as  we  can. 
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DELINQUENT  LOANS 

Mr.  Skeen.  So  you  have  gone  through  the  whole  spectrum.  You 
could  not  have  this  same  kind  of  abuse  re-occur  under  the  new  pro- 
gram that  you  have  initiated  for  servicing  of  these  loans,  granting 
them  in  the  first  place,  and  then  monitoring  them — all  the  way 
down  the  line. 

Mr.  Dunn.  That  is  correct,  sir. 

Mr.  Skeen.  What  we  are  doing  as  far  as  the  news  media  is  con- 
cerned is  kicking  on  a  dead  horse. 

Mr.  Dunn.  I  would  agree  with  that. 

Mr.  Skeen.  Hopefully. 

Mr.  Dunn.  Yes,  sir. 

Mr.  Skeen.  But  it  makes  good  reading,  I  guess. 

Mr.  Nash.  Congressman,  let  me  say  this. 

Mr.  Skeen.  Yes,  sir,  Mr.  Nash. 

Mr.  Nash.  Before  the  news  article  came  out  in  the  Washington 
Post,  the  Secretary  had  already  directed  me  and  the  FmHA  Admin- 
istrator to  beef  up  our  efforts  on  working  these  loans  out,  so  it  was 
not  like  we  started  working  on  this  after  the  story  came  out.  We 
were  already  working  on  them. 

Mr.  Skeen.  I  understand,  and  I  think  that  the  Secretary  made 
that  clear  when  he  was  here  the  other  day.  I  just  want  to  go  back 
and  re-emphasize  this,  and  I'm  not  trying  to  tweak  the  nose  of  the 
news  media,  but  of  course,  sometimes  they  are  a  little  behind  the 
curve.  Maybe  they  are,  but  we  dig  up  these  things  and  then  I  guess 
it  makes  for  sensational  reading,  but  it  is  appalling  to  have  to  sit 
with  folks  like  yourselves  that  are  career  people,  and  say  well, 
what  went  wrong.  Are  we  doing  the  same  thing  over  again  because 
we  don't  want  to  take  another  hit. 

It  is  a  good  program,  so  I  think  you  have  made  the  adjustments, 
but  the  adjustments  started  sometime  prior  to  this  news  account. 
There  was  some  abuse  of  the  system,  so  I'm  interested  in  what  you 
did. 

SERVICING  direct  housing  loans 

USDA  runs  one  of  the  largest  direct  loan  programs  in  the  Fed- 
eral Government,  through  farm  and  rural  housing  direct  loans.  The 
rural  housing  loan  program  is  much  larger  than  any  direct  student 
loan  or  SBA  loan  program. 

Yet,  except  for  servicing  one  part  of  the  portfolio — 700,000  rural 
housing  loans — all  servicing  is  done  in  house.  It  is  my  understand- 
ing that  the  private  servicer  has  managed  its  portfolio  with  fewer 
delinquencies  and  foreclosures  than  FmHA. 

How  many  direct  loans  are  in  the  current  rural  housing  portfolio 
and  what  are  your  delinquency  and  default  rates? 

Mr.  Dunn.  As  of  December  31,  1993,  there  were  641,056  single 
family  monthly  payment  loans  in  the  direct  loan  portfolio.  There 
were  74,639  borrowers  delinquent,  defined  as  at  least  one  install- 
ment 30  days  or  more  past  the  installment  due  date.  The  delin- 
quency rate  is  11.6  percent  of  the  direct  loan  portfolio. 

Mr.  Skeen.  Has  FmHA  considered  soliciting  outside  expertise  in 
servicing? 
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Mr.  Dunn.  The  use  of  outside  servicers  for  FmHA  loans  has  been 
considered  in  the  past.  In  fact,  pilot  projects  were  initiated  in  the 
1980's  to  test  the  feasibility  of  contracting  out  the  servicing  of 
FmHA's  portfolio.  The  pilot  projects  and  other  factors  indicated 
that  outside  servicing  was  not  management  or  cost  efficient  for  the 
Agency.  Unless  the  Agency  is  able  to  assign  the  servicing  of  its 
portfolio  without  any  responsibility  for  oversight  and  Federal  con- 
tracting requirements,  outside  servicing  appears  problematic. 
There  are  a  number  of  reasons  for  this  conclusion. 

CONGRESSIONAL  MANDATED  ENTITLEMENT  BENEFITS 

FmHA  borrowers  are  provided  subsidy  and  moratorium  entitle- 
ments which  must  be  approved  by  an  authorized  Government  em- 
ployee. The  entitlements  are  subject  to  detailed  regulatory  guide- 
lines and  requirements.  As  a  result,  extensive  Government  involve- 
ment with  the  portfolio  would  still  be  required  with  an  outside 
servicer.  This  means  extensive  Government  oversight  and  clear 
lines  of  responsibility  and  accountability  cannot  be  established. 
Outside  servicing  would  result  in  management  and  cost  inefficien- 
cies. 

FEDERAL  CONTRACTING  REQUIREMENTS 

The  use  of  outside  servicing  sources  would  require  the  competi- 
tive selection  of  a  vendor.  The  selection  of  a  vendor  is  only  for  a 
specified  period  of  time,  usually  not  to  exceed  5  years.  The  Federal 
contracting  process  has  a  built  in  destabilizing  potential  for  con- 
tracting out  loan  servicing  because  the  vendor  may  change  every 
5  years.  A  change  in  vendor  means  a  disruption  in  consistent  ac- 
count servicing,  retraining  of  contractor  personnel  in  complex  bor- 
rower entitlement  regulatory  requirements,  all  of  which  will  have 
a  negative  impact  on  the  servicing  provided  to  the  portfolio.  In  this 
type  of  contracting  environment,  it  would  be  fiscally  prudent  and 
required  that  the  Agency  maintain  the  official  account  record  of  the 
borrower  in  case  of  contractor  default  or  failure  to  deliver  borrower 
account  information  to  another  vendor  if  the  firm  loses  the  contract 
through  the  competitive  bid  process.  The  Federal  contracting  proc- 
ess, therefore,  requires  extensive  Agency  involvement  with  an  out- 
side servicer  in  maintaining  a  dual  system  for  borrower  records,  ac- 
counting for  payment  collection  and  application. 

Under  reorganization,  we  anticipate  that  there  will  be  a  more 
centralized  type  field  office  structure  serving  rural  housing  borrow- 
ers. Those  activities  that  lend  themselves  to  full  centralization  such 
as  collection  of  borrower  payment,  escrow  accounting  and  disburse- 
ment, initial  delinquency  contacts  such  as  autocall  and  reminder 
notices  of  late  payments  will  be  instituted.  Servicing  activities  such 
as  subsidy  reviews/renewals,  delinquency  workout  agreements,  and 
the  granting  of  moratoriums  will  continue  to  be  administered  in  a 
more  decentralized  environment  to  assure  FmHA  maintains  its  role 
of  providing  supervised  credit  to  those  in  need.  At  this  time,  we  an- 
ticipate limited  involvement  of  outside  servicers  except  to  the  ex- 
tent that  they  can  further  the  role  of  delivering  supervised  credit 
assistance. 

In  conclusion,  there  is  only  one  example  of  the  successful  private 
sector  servicing  of  what  were  formerly  FmHA  loans.  This  example 
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is  the  servicing  of  former  FmHA  loans  by  Chemical  Bank  in  Deer- 
field  Beach,  Florida.  Under  this  arrangement,  141,000  FmHA  loans 
were  sold  with  no  requirement  for  further  direct  oversight  or  future 
Federal  contract  requirements.  Agency  officials  are  not  required  to 
approve  borrower  entitlements  nor  assume  oversight  responsibility 
to  assure  compliance  with  regulatory  requirements. 

CENTRALIZED  ESCROW  AND  SERVICING  SYSTEM 

Mr.  Skeen.  In  1988  Congress  directed  the  FmHA  to  establish  an 
escrow  system  for  rural  housing  borrowers.  It  is  my  understanding 
that  FmHA  is  considering  installation  of  a  centralized  escrow  and 
servicing  system.  How  would  this  work  for  a  borrower  who  is  now 
delinquent  in  local  taxes?  How  would  the  borrower  bring  taxes  cur- 
rent? 

Mr.  Dunn.  FmHA  is  working  diligently  toward  the  establishment 
of  an  escrow  system  for  its  rural  housing  borrowers.  As  proposed 
under  the  escrow  system,  a  borrower  who  owes  delinquent  taxes 
would  be  requested  to  pay  the  taxes  current.  If  the  borrower  is  un- 
able to  pay  the  delinquent  taxes,  FmHA  would  pay  the  delinquent 
taxes  on  behalf  of  the  borrower  and  charge  the  borrower's  account 
for  repayment  of  the  charge  consistent  with  the  borrower's  repay- 
ment ability.  At  that  point,  the  borrower  would  be  brought  into  the 
escrow  system  to  pay  one-twelfth  of  the  annual  tax  amount  in  addi- 
tion to  the  regular  payment  and  the  additional  monthly  charge  for 
vouchering  the  delinquent  taxes. 

Mr.  Skeen.  What  do  you  estimate  the  cost  to  be  for  establishing 
this  centralized  escrow  system? 

Mr.  Dunn.  The  Agency  has  embarked  on  the  purchase  of  a  new 
loan  servicing  system  which  will  include  a  centralized  escrow  capa- 
bility. This  system  will  be  modified  to  meet  the  Agency's  unique  re- 
quirements. The  competitive  bid  process  will  determine  the  cost  of 
the  system.  Our  best  estimate  is  that  the  cost  of  purchasing  an  off- 
the-shelf  system  including  software  development/modifications  and 
installation,  will  be  $10  million. 

Mr.  Skeen.  How  many  FTEs  would  be  dedicated  to  it? 

Mr.  Dunn.  For  the  addition  of  a  centralized  escrow  function  to 
an  FmFA  servicing  system,  it  is  estimated  that  250  FTEs  will  be 
needed.  This  estimate  is  based  on  an  external  Agency  study  con- 
ducted in  1991. 

Mr.  Skeen.  How  many  FmHA  staff  are  assigned  to  servicing  the 
current  FmHA  portfolio? 

Mr.  Dunn.  Approximately  3,468  FTEs  are  currently  devoted  to 
the  servicing  of  the  FmHA  portfolio.  This  figure  includes  staff  at 
the  County/District,  State,  and  National  Offices  and  the  St.  Louis 
Finance  Office.  Again,  these  figures  are  based  on  an  external  study 
conducted  for  FmHA  in  1991  by  a  private  consultant. 

Mr.  Skeen.  I  think  I  have  taken  more  than  my  share  of  the  time, 
Mr.  Chairman.  I  want  to  thank  you  both  for  the  responses,  and  I 
will  yield. 

Mr.  Durbin.  Thanks,  Mr.  Skeen.  Mr.  Peterson. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman.  Mr.  Dunn  may  be 
from  the  University  of  New  Mexico,  but  he  is  also  I  think  a  native 
of  Keokuk,  Iowa,  which  makes  him  an  honorary  resident  of  Illinois, 
Iowa  and  Missouri.  [Laughter.] 
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Mr.  Skeen.  He  has  what  you  call  a  wide  spectrum  of  interest. 
[Laughter.] 

Mr.  Peterson.  I  happened  to  grow  up  in  that  neck  of  the  woods 
myself,  which  was  several  years  ago,  as  it  turns  out.  [Laughter.] 

You  know,  you  have  already  talked  to  the  billions  of  dollars  that 
we  wrote  off,  and  I  just  want  to  make  a  note  that  the  reductions 
we  are  seeing  in  the  515,  502  and  REA  and  a  lot  of  other  programs 
are  somewhat  driven  by  the  fact  that  we  don't  have  those  monies. 

You  know,  that  is  an  awful  lot  of  money  to  have  been  written  off 
over  the  years,  and  we  are  paying  it  not  just  in  one  or  two  seg- 
ments of  USDA,  but  across  the  entire  spectrum. 

And  so  the  Secretary  needs  to  be  very  concerned,  and  I  applaud 
the  efforts  that  are  being  made  to  prevent  any  future  occurrence. 
That's  all  you  really  can  do  I  think  at  this  juncture,  to  make  sure 
we  don't  find  ourselves  in  this  situation  in  the  future. 

PERCENT  OF  HOUSING  BORROWER  PARTICIPATION 

But  on  the  housing  issue,  I've  got  a  couple  of  questions.  There 
is  in  the  budget  this  year  a  retroactivity  application  of  a  formula 
for  residents  living  in  the  various  housing  units  as  to  their  incomes 
and  then  how  much  they  will  participate. 

And  that's  not  for  new  housing.  That's  for  your  current  residents, 
and  I'm  concerned  that  we  may  actually  be  pricing  some  people  out 
of  those  units  to  the  extent  beyond  their  means.  I  think  that  there's 
going  to  be  a  real  negative  impact,  and  even  some  of  my  constitu- 
ents have  testified  that  they  foresee  a  major  problem  for  the  resi- 
dents of  current  multi-housing,  or  single  family  housing  in  the  fu- 
ture. 

Is  this  something  that  you  all  have  looked  at?  Is  that  a  problem 
in  your  view,  or  is  this  just  a  total  inaccurate  perception? 

Mr.  Dunn.  Mr.  Peterson,  there  is,  by  our  own  survey  in  our  515 
programs,  a  large  number  of  those  tenants  that  are  over-burdened. 
In  other  words,  they  are  paying  in  excess  of  what  the  government 
thought  they  should  pay.  In  many  cases,  it's  up  to  50  percent  more, 
and  that  is  one  of  the  reasons  why  we  are  redirecting  some  of  the 
funds  to  provide  that  rental  assistance,  to  help  us  to  alleviate  that 
concern  with  those  individuals. 

Mr.  Peterson.  So  even  though  we  are  changing  the  formula,  we 
are  going  to — a  greater  rental  assistance  plan? 

Mr.  Dunn.  That  is  correct. 

Mr.  Peterson.  And  that  would  take  into  account  for  that  impact. 

Mr.  Dunn.  Yes,  sir. 

BEGINNING  FARMER  PROGRAM 

Mr.  Peterson.  Let  me  move  to  the  beginning  farmer  program. 
I've  been  led  to  believe  that  it's  a  good  program  and  concept,  but 
that  it  is  not  being  used.  It's  bureaucratic.  It's  a  whole  host  of  other 
things.  In  fact,  the  moneys  last  year  were  not  used  for  that,  and 
were  in  fact  used  for  other  things. 

Is  this  accurate,  or  not?  And  if  it  is  accurate,  is  the  program 
being  re-evaluated  and  restructured  to  get  those  funds  to  the  right 
people,  to  get  younger  people  on  the  land? 

Mr.  Dunn.  Last  year,  Mr.  Peterson,  was  probably  not  a  fair  as- 
sessment of  the  program  because  the  agency  had  not  acted  expedi- 
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tiously  and  gotten  its  regulations  out,  so  maybe  if  we  look  at  the 
end  of  this  year  of  how  we  do  with  this  beginning  farmer  program, 
we  can  improve  our  record  on  it. 

However,  there  are  some  inconsistencies  in  the  law  based  upon 
the  amount  of  downpayment,  etc.,  that  the  beginning  farmer  has 
to  pay  that  makes  beginning  farmers  more  likely  to  use  our  regular 
program  rather  than  this  beginning  farmer  program. 

Mr.  Peterson.  Right. 

Mr.  Dunn.  And  we  ought  to  talk  to  Congress  on  how  do  we  alle- 
viate that  particular  problem,  but  the  need  out  there  for  this  pro- 
gram is  very  crying.  The  average  age  of  producers  right  now  in  the 
United  States  is  56  years  of  age,  and  as  this  committee  well  knows, 
it  is  a  very,  very  capital  intensive  operation  to  get  into  farming, 
and  we  need  to  help  get  that  new  generation  up  and  ready  to  run. 

Mr.  Peterson.  I  share  your  concern  with  that,  and  that's  my 
point  exactly.  I  want  this  program  to  work,  and  I  don't  want  any 
legislative  obstacles  to  that,  and  so  if  there  are  some,  you  need  to 
get  those  to  us  or  to  the  authorizing  committee  quickly  because  the 
burden  for  anyone  going  into  agriculture  is  just  immense.  We  don't 
want  them  having  the  circumstance  already  a  predicted  failure,  un- 
less they  have  some  independent  wealth  that's  out  there. 

But  I  see  a  big  problem  with  that,  and  I  would  like  to  see  this 
program  work,  and  I  will  look  at  this  at  the  end  of  the  year.  I 
would  be  appreciative  of  any  input  that  you  might  give  the  commit- 
tee on  that. 

FARM  LABOR  HOUSING 

And  before  going  on  to  Mr.  Peer,  I  have  visited  some  of  the  mi- 
grant housing,  and  I  applaud  the  efforts  that  we're  doing.  In  Flor- 
ida, we  had  a  terrible  record  in  this  regard.  However,  to  be  honest 
with  you,  I  was  shocked  at  the  incredible  expense  and  the  mag- 
nitude of  some  of  these  projects. 

I  am  concerned  that  we  may  be  over-building  the  migrant  hous- 
ing. In  the  facilities  that  I  have  visited,  they  have  a  very,  very  well- 
equipped  feeding  facility.  They've  got  a  child  care  facility.  They've 
got  all  sorts  of  things,  and  they  are  empty  totally  empty.  Yet,  we 
are  paying  megabucks  for  these  facilities,  and  they  are,  in  fact,  in 
one  county,  the  best  housing  in  the  community  either  commercial 
or  public. 

I  want  migrant  workers  to  have  adequate  housing,  but  we  don't 
want  to  have  over-built.  Who  is  deciding  as  to  the  level  of  construc- 
tion and  design  for  those  facilities?  We  don't  want  to  build  the  Taj 
Mahal  here.  We  want  to  build  adequate,  good,  clean  and  well- 
maintained,  or  maintainable  actually,  housing  units. 

Could  you  comment  on  that? 

Mr.  Dunn.  Mr.  Peterson,  you  may  have  found  that  that  might 
have  been  the  only  housing  in  those  areas  because  we  did  go  down 
after  the  hurricane  and  try  to  establish  shelters  early  on  and  we 
were  very  fast  in  getting  those  units  up. 

But  you  bring  up  an  excellent  point.  We  believe  in  the  Clinton 
administration  that  we  ought  to  use  every  shelter  we  have  for  its 
fullest  availability,  and  the  Under  Secretary  and  the  Secretary 
have  directed  the  agency  to  explore  full  utilization  of  these  units. 
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So  we  are  in  the  process  now  of  putting  together  a  pilot  program 
or  a  special  initiative  that  would  allow  us  to  use  migrant  housing 
to  shelter  homeless  people,  so  that  we  do  get  a  better  utilization 
of  those  housing  units.  We  want  to  see  that  the  taxpayers'  dollars 
are  utilized  to  the  fullest  extent,  and  we  get  the  biggest  bang  for 
the  dollar  that  we  can. 

Mr.  Peterson.  I  really  think  that  this  is  something  that  one 
needs  to  look  at.  I  think  we  need  to  decide  what  you  are  building 
this  for,  and  make  sure  that  we  have  built  the  building  to  meet  the 
requirement  that  we've  established,  as  opposed  to  just  something 
that  is  off  of  some  architect's  shelf,  essentially. 

Mr.  Dunn.  We  will  take  a  look  at  that. 

PRIORITIZING  OF  WATER  AND  WASTE  APPLICATIONS 

Mr.  Peterson.  That  is  something  that  I  want,  because  I  want  to 
keep  the  cost  down.  We  can  build  more  units  is  what  I'm  getting 
at.  I  can  see  us  building  more  units  at  a  lesser  cost,  but  still  ade- 
quate certainly  to  meet  the  mission  requirements. 

And  I  know  I  am  using  up  perhaps  too  much  time,  but  Mr.  Peer, 
I  appreciate  your  testimony,  and  I  liked  what  I  hear  in  regard  to 
the  increases  into  the  rural  development  area.  It  is  clearly  some- 
thing that  is  very  close  to  my  heart  in  that  I  represent  18  counties 
of  North  Florida  which  are  essentially  all  rural,  and  very  in  need 
of  the  kind  of  water  projects,  housing  projects,  or  other  kinds  of  de- 
velopment projects,  I  should  say,  that  you  represent. 

I  would  be  interested  in  how  you  prioritize  the  applications  for 
the  various  water  extension  projects  or  the  initial  projects  that  you 
get.  Is  it  first  in  the  door  that  gets  funded,  or  is  there  another  ra- 
tionale that  you  are  using? 

Mr.  Peer.  We  do  have  a  list  of  criteria,  Mr.  Congressman,  that 
we  go  by.  It  is  not  first  in  that  gets  funded.  It  is  based  on  a  ranking 
system,  with  the  exception  of  emergencies  when  people  are  abso- 
lutely out  of  water.  Then  of  course,  they  move  up  to  the  top. 

Otherwise,  there  is  a  system  used  to  rate  the  applications. 

Mr.  Peterson.  You  have  a  health  and  safety  aspect  as  one  of 
your  criteria. 

Mr.  Peer.  Yes. 

Mr.  Peterson.  But  how  heavy  does  economic  development  play 
in  your  decision? 

Mr.  Peer.  Well,  that  certainly  plays  a  part  in  that.  What  I  can 
do  if  it  is  permissible,  is  to  provide  for  the  record  a  list  of  the  cri- 
teria that  we  use  for  ranking  the  applications. 

[The  information  follows:] 
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CRITERIA  FOR  RATING,  RDA  APPLICATIONS 

§1942.17  (Con.)  FmHA  Instruction  1942-A 

(c)   Pr iori t  ies . 

(1)  Truly  rural  areas.   FmHA  program  assistance  will  be  directed 
toward  truly  rural  areas  and  rural  communities.   Normally,  priority 
will  not  be  given  to  preappl icat ions  for  projects  that  will  serve 
other  than  fuly  rural  areas.   Truly  rural  areas  are  areas  other 
than  densely  settled  areas  or  communities  adjacent  to,  or  closely 
associated  with,  a  city  or  town  with  a  population  exceeding  10,000 
residents  foi  water  or  waste  disposal  assistance,  or  20,000 
resident s,  for  essential  community  facility  assistance.   When 
determining  whether  a  rural  area  or  rural  community  is  adjacent 

to,  or  closely  associated  with,  a  city  or  town  with  a  population 
exceeding  10,000  residents  for  water  and  waste  disposal,  or  20,000 
resident s  -for  essential  community  facility  assistance,  minor  open 
spaces  such  as  those  created  by  physical  or  legal  barriers, 
commercial  or  industrial  development,  parks,  areas  reserved  for 
convenience  or  appearance,  or  narrow  strips  of  cultivated  land, 
will  be  disregarded.   An  area  or  community  shall  be  considered 
adjacent  to  or  closely  related  with  a  nonrural  area  when  it 
constitutes  for  general,  social,  and  economic  purposes  a 
single  community  having  a  contiguous  boundary. 

(2)  Project  selection  process.   The  following  paragraphs  indicate 
items  and  conditions  which  must  be  considered  in  selecting  preap- 
plications  for  further  development.   When  ranking  eligible  pre- 
applications  for  consideration  for  limited  funds,  FmHA  officials 

ust  consider  the  priority  items  met  by  each  preapplication 
and  the  degree  to  which  those  priorities  are  met,  and  apply 
good  judgement. 

(i)   Pre applications.    The  preapplication  and  supporting 
information  submitted  with  it  will  be  used  to  determine  the 
proposed  project's  priority  for  available  funds. 

(ii)   State  Office  review.   All  preapplicat ions  will  be 
reviewed  and  scored  and  Form  AD-622,  "Notice  of  Preapplication 
Review  Action,"  issued  within  the  time  limits  in  §1942.2 
(a)(2)(iv)  of  this  subpart.   When  considering  authorizing 
the  development  of  an  application  for  funding,  the  State 
Director  should  consider  the  remaining  funds  in  the  State 
allocation,  and  the  anticipated  allocation  of  funds  for  the 
next  fiscal  year  as  well  as  the  amount  of  time  necessary  to 
complete  that  application.   Applicants  whose  preapplicat ions 
are  found  to  be  ineligible  will  be  so  advised.   These 
applicants  will  be  given  adverse  notice  through  Form  AD-622  and 
advised  of  their  appeal  rights  under  Subpart  B  of  Part  1900 
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FmHA  Instruction  1942-A 
§1942.17  (c)  (2)  (ii)  (Con.) 


of  this  chapter.   Those  applicants  with  eligible  lower  scoring 
preapplicat ions  which  obviously  cannot  be  funded  within  an 
eighteen  month  period  of  time,  and  are  not  within  150  percent 
of  the  State's  allocation,  should  be  notified  that  funds  are 
not  available;  and  requested  to  advise  whether  they  wish  to 
have  their  preappl icat ion  maintained  in  an  active  file  for 
future  consideration.   The  State  Director  may  request  an 
additional  allocation  of  funds  from  the  National  Office  for 
such  preapplications.   Such  requests  will  be  considered  along 
with  all  others  on  hand. 

C  i  ii  )  -Selection  priorities.   The  priorities  described  below 
will  be  used  by  the  State  Director  to  rate  preapplications. 
The  priorities  should  be  applied  to  water  and  waste  disposal 
or  community  facilities  preapplications  as  directed.   The 
format  found  in  Part  I  of  Guide  26  of  this  subpart  should  be 
followed  in  scoring  each  preappl icat ion .   A  copy  of  the  score 
sheet  should  be  placed  in  the  case  file  for  future  reference. 

(A)  Population  priorities.   The  following  priorities 
apply  to  both  Water  and  Waste  Disposal  and  Community 
Facilities  preapplications.   Points  will  be  distributed 
as  i ndicat ed . 

(1_)   The  proposed  project  is  located  in  a  roral 
community  having  a  population  not  in  excess  of 
2,500  -  25  points. 

(2)      The  proposed  project  is  located  in  a  rural 
community  having  a  population  not  in  excess  of 
5,500  -  20  points.   (Points  under  this  priority 
should,  not  be  assigned  to  a  preapplicat ion  if 
points  were  assigned  under  paragraph  (c)(2)(iii) 
(A)  (J_)  of  this  section. 

(B)  Health  priorities.   Points  will  be  distributed  as 
ind  icat ed . 

(1_)   Water  and  Waste  Disposal  preapplications  only. 
The  proposed  project  is: 

(i)      needed  to  alleviate  the  sudden  unexpected 
diminution  or  deterioration  of  a  water  supply, 
or  to  meet  health  or  sanitary  standards  which 
pertain  to  a  community's  water  supply  - 
25  points. 
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§1942.17  (c)  (2)  (111)  (B)  (1)  (Con.)  FmHA  Instruction  1942-A 


(11)  required  to  correct  an  Inadequate  waste 
disposal  system  due  to  unexpected  occurrences, 
or  to  meet  health  or  sanitary  standards  which 
pertain  to  a  community's  waste  disposal  system  - 
25  points. 

(2)      Community  Facility  preapplication  only.   The 

proposed  project  is  required  either  to  correct  a 

health  or  sanitary  problem,  or  to  meet  a  health  or 
sanitary  standard  -  25  points. 

(C)  Income  priorities.   The  following  priorities  apply  to 
both  Water  and  Waste  Disposal  and  Community  Facilities 
preapplications.   Points  will  be  distributed  as  indicated. 
The  median  income  of  the  population  to  be  served  by  the 
proposed  facility  is: 

O)   Less  than  the  poverty  line  for  a  family  of  four, 
as  defined  in  Section  673  (2)  of  the  Community 
Services  Block  Grant  Act  (42  U.S.C.  9902  (2)),  or 
less  than  80%  of  the  statewide  nonmetropolitan  median 
household  income  -  25  points.   (Revised  3_i_88, 
SPECIAL  PN.) 

(2^)   Equal  to  or  more  than  the  poverty  line  and 
between  80%  and  100%,  inclusive,  of  the  State's 
nonmetropolitan  median  household  income  -  20  points. 
(Revised  3-1-88,  SPECIAL  PN.) 

(D)  Other  factors.   Points  will  be  distributed  as 
indicated. 

O)  Water  and  Waste  Disposal  preapplications  only. 
The  proposed  project  will:  merge  ownership, 
management,  and  operation  of  smaller  facilities 
providing  for  more  efficient  management  and 
economical  service;  and/or  enlarge,  extend,  or 
otherwise  modify  existing  facilities  to  provide 
service  to  additional  rural  residents  -  10  points. 
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(2^)  Community  Facilities  preapplications  only.   The 
purpose  of  the  proposed  project  is  to  construct, 
enlarge,  extend  or  otherwise  improve  the  following 
types  of  facilities.   (Select  only  the  factor  most 
applicable  to  the  proposed  project.) 
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(_i)   Public  safety  -  10  points.   (Examples 
include  police  services  and  fire,  rescue  and 
ambulance  services  as  authorized  by  Subpart  C  of 
this  Part.)   (Revised  11-4-87,  PN  68.) 

(11)  Health  care  -  5  points.   (Examples  include 
clinics,  nursing  homes,  convalescent  facilities, 
and  hospital  projects  designed  to  make  the 
facility  conform  with  life/safety  codes, 
medicare  and  medicaid  requirements,  and  minor 
expansions  needed  to  meet  the  Immediate 
requirements  of  the  community.   Points  under 
this  authority  should  not  be  awarded  to  a  pre- 
application  if  points  were  awarded  under 
§1942.17  (c)(2)(iii)(B)(_2)  of  this  subpart.) 

(3)  Water  and  Waste  Disposal  and  Community 
Facilities  preapplications. 

(_i)   Applicant  is  a  public  body  or  Indian  tribe 
-  5  points. 

(11)  Project  is  located  in  a  "truly  rural  area" 
as  described  in  §1942. 17(c)(1)  of  this  subpart  - 
10  points. 

(ill)  Amount  of  joint  financing  committed  to  the 
project  is: 

(a)  202  or  more  private,  local  or  state 
funds  except  federal  funds  channeled 
through  a  state  agency  -  10  points. 

(b)  5Z  -  19Z  private,  local  or  state  funds 
except  federal  funds  channeled  through  a 
state  agency  -  5  points. 

(E)   In  certain  cases  the  State  Director  may  assign  up  to 
15  points  to  a  preappllcation,  in  addition  to  those  that 
may  be  scored  under  paragraphs  (c)(2)(iii)(A)  through  (D), 
of  this  section.   These  points  are  primarily  Intended  to 
address  an  unforeseen  exigency  or  emergency,  such  as  the 
loss  of  a  community  facility  due  to  accident  or  natural 
disaster  or  the  loss  of  joint  financing  if  FmHA  funds  are 
not  committed  in  a  timely  fashion.   However,  the  points 
may  also  be  awarded  to  projects  in  order  to  improve 
compatibility/coordination  between  FraHA's  and  other 
agencies'  selection  systems  and  to  assist  those  projects 
that  are  the  most  cost  effective.   A  written  justification 
must  be  prepared  and  placed  in  the  project  file  each  time 
the  State  Director  assigns  these  points. 

26 
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(iv)   Results  of  State  Office  review.   After  completing 
the  review,  the  State  Director  will  normally  select  the 
eligible  preapplications  with  the  highest  scores  for 
further  process- ing.   In  cases  where  preliminary  cost 
estimates  indicate  that  an  eligible,  high  scoring 
preapplication  is  unfeasible  or  would  require  an  amount 
of  funding  from  FmHA  that  exceeds  either  25  percent  of  a 
State's  current  annual  allocation  or  an  amount  greater 
than  that  remaining  in  the  State's  allocation,  the  State 
Director  may  instead  select  the  next  lower  scoring 
preapplication(s)  for  further  processing  provided  the 
high  scoring  applicant  is  notified  of  this  action  and 
given  an  opportunity  to  revise  the  proposal  and  resubmit 
it.  -If  it  is  found  that  there  is  no  effective  way  to 
reduce  costs,  the  State  Director,  after  consultation 
with  applicant,  may  submit  a  request  for  an  additional 
allocation  of  funds  for  the  proposed  project  to  the 
National  Office.   The  request  should  be  submitted  during 
the  fiscal  year  in  which  obligation  is  anticipated. 
Such  requests  will  be  considered  along  with  all  others 
on  hand.   A  written  justification  must  be  prepared  and 
placed  in  the  project  file  when  an  eligible 
preapplication  with  a  higher  rating  is  not  selected  for 
further  processing.   The  State  Director  will  notify  the 
District  Director  of  the  results  of  the  review  action. 
The  State  Director  will  return  the  pre-application 
information  with  an  authorization  for  the  District 
Director  to  prepare  and  issue  Form  AD-622  in  accordance 
with  §1942.2  (a)(2)(iv)  of  this  subpart.   Priority  will 
be  given  to  those  preapplications  and  applica- tions  for 
funding  which  meet  criteria  in  §1942.17  (c)(2) 
(iii) (A)(1)  or  (2);  and  the  criteria  in  §1942.17 
(c)(2)(iii)  (B)(1) (i)  or  (ii)  or  (B)(2)  of  this  subpart. 

(v)   Application  development.   Applications  should  be 
developed  expeditiously  following  good  management 
practices.   Applications  that  are  not  developed  in  a 
reasonable  period  of  time  taking  into  account  the  size 
and  complexity  of  the  proposed  project  may  be  removed 
from  the  State's  active  file.   Applicants  will  be 
consulted  prior  to  taking  such  action. 

(vi)   Project  obligations.   To  ensure  efficient  use  of 
resources ,  obligations  should  occur  in  a  timely  fashion 
throughout  the  fiscal  year.   Projects  may  be  obligated 
as  their  applications  are  completed  and  approved. 

(vii)   Requests  for  additional  funding.   All  requests 
for  additional  allocations  of  funds  submitted  to  the 
National  Office  must  follow  the  formats  found  in  Parts  I 
and  II  of  Guide  26.   In  selecting  projects  for  funding 
at  the  National  Office  level,  additional  points  may  be 
scored  based  on  the  priority  assigned  to  the  project  by 
the  State  Office. 
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These  points  will  be  scored  in  the  manner  shown  below. 
Only  the  three  highest  priority  projects  can  score 
points.   In  addition,  the  Administrator  may  assign  up  to 
15  additional  points  to  account  for  items  such  as 
geographic  distribution  of  funds  and  emergency 
conditions  caused  by  economic  problems  or  natural 
disasters . 

Priority  Points 

1  5 

"   2  3 

3  1 

(viii)   Cost  overruns.   A  preapplication  may  receive 
consideration  for  funding  before  others  at  the  State 
Office  level  or  at  the  National  Office  level,  if  funds 
are  not  available  in  the  State  Office,  when  it  is  a 
subsequent  request  for  a  previously  approved  project 
which  has  encountered  cost  overruns  due  to  high  bids  or 
unexpected  construction  problems  that  cannot  be  reduced 
by  negotia-tions,  redesign,  use  of  bid  alternatives, 
rebidding  or  other  means. 
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OPERATING  FUNDS  FOR  RURAL  WATER  SYSTEMS 

Mr.  Peterson.  That  would  be  helpful.  Now  my  last  question  is 
we  are  building  and  assisting  in  the  building  of  rural  water  sys- 
tems, and  then  we  turn  them  over  to  those  individuals  to  operate, 
and  they  haven't  anything  to  operate  it  with. 

They  don't  even  have  the  monies  to  do  some  of  the  testing  and 
so  on.  Have  you  addressed  that?  Is  there  some  method  that  those 
folks  can  get  assistance  in  that  area  too,  because  as  you  know,  the 
actual  testing  and  the  maintenance  of  those  are  sometimes  prohibi- 
tive in  the  cost. 

Mr.  Peer.  We  do  recognize  that,  and  we  are  looking  at  ways  of 
trying  to  help  the  small  systems  solve  those  problems.  We  provide 
technical  assistance  grants  to  circuit  riders  in  each  State  that  pro- 
vide some  of  the  technical  assistance. 

But  we  are  looking  at  ways  of  recommending  to  systems  that 
they  consolidate  with  other  larger  systems  to  help  defray  some  of 
the  cost.  We  don't  have  grant  money  to  cover  those  in  all  cases.  We 
barely  have  enough  grant  money  to  fund  systems.  That's  one  of  the 
reasons  that  we  will  be  lowering  the  poverty  rate  on  the  loans. 

Mr.  Peterson.  Are  there  any  other  governmental  agencies 
though  where  there  are  some  potential  connectors  there?  You 
know,  some  of  these  tests  on  clean  water  are  $1,500  a  hit,  and 
these  very  small  communities  are  finding  it  very  difficult  to  meet 
that  need. 

Mr.  Peer.  We  have  not  identified  any  sources,  however  we  do 
have  in  some  states  rural  development  coordinators  that  are  work- 
ing with  communities  and  trying  to  identify  other  resources  to  help 
with  some  of  those  costs. 

Mr.  Peterson.  All  right.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you.  Ms.  DeLauro. 

LARGE  LOAN  DELINQUENCIES 

Ms.  DeLauro.  Thank  you  very  much,  Mr.  Chairman.  Thank  you 
ail  for  being  here.  I  have  some  questions  for  Mr.  Dunn.  First  of  all, 
let  me  say  thanks  to  you  for  your  cooperation.  My  staff  has  been 
in  touch  with  your  office,  particularly  on  the  large  loan  program, 
but  in  several  areas,  and  I  appreciate  you  being  so  forthcoming  and 
look  forward  to  working  with  you  in  some  areas,  and  I  have  some 
questions  with  regard  to  the  loan  program,  both  large  and  small. 

Let  me  say  that  it  is  my  understanding  from  our  conversation 
with  Secretary  Espy  a  couple  of  weeks  ago,  and  reading  the  GAO 
report  that  FmHA  continues  to  have  some  serious  problems  follow- 
ing its  own  standards  when  it  comes  to  making  and  servicing  loans. 

Again,  just,  and  for  the  record,  in  terms  of  the  GAO  report,  it 
states  that  FmHA  reduced  or  forgave  delinquent  debt  totaling 
about  $7.6  billion. 

Furthermore,  FmHA  has  evolved  into  a  continuous  source  of  sub- 
sidized credit  for  nearly  half  of  the  agency's  borrowers.  As  repeated 
loan  servicing  has  increased  and  reduced  their  equity,  some  FmHA 
borrowers  have  actually  had  their  financial  condition  worsen. 

The  GAO  report  goes  on.  It  talks,  about  the  FmHA  not  complying 
with  loan-making  standards,  with  loan  servicing  standards,  or  with 


218 

its  own  standards  for  managing  the  properties  it  owns  as  a  result 
of  foreclosure. 

And  I  understand  that  there  is  an  administrative  memo  that  the 
Secretary  has  sent  to  address  these  issues,  and  I  know  that  there's 
an  awareness  here. 

For  example,  the  GAO  report  charges  that  one  FmHA  borrower 
was  delinquent  on  more  than  half  a  million  dollars  in  loans,  and 
simply  moved  to  another  county,  borrowed  $33,000  more,  and  then 
defaulted  on  that  loan. 

What  I'm  asking  you  to  do  is  to  be  very  specific.  What  is  being 
done  now  for  one,  to  ensure  that  the  current  loan  servicing,  loan- 
making,  and  property  managing  standards  are  being  followed,  and 
two,  what  is  being  done  to  re-evaluate  those  standards  which,  by 
all  definitions,  are  lenient. 

What's  being  done  to  re-evaluate  those  standards,  to  make  sure 
that  they  are  in  fact  consistent  with  what  is  really  prudent  finan- 
cial management,  and  protection  of  taxpayers  money? 

Mr.  Dunn.  Congresswoman,  you  ask  me  this  at  a  very  opportune 
time  because  even  as  we  speak,  our  acting  administrator  for  farm 
programs,  LouAnn  Kling,  is  conducting  training  sessions  through- 
out the  nation  with  our  farm  program  specialists  and  chiefs,  to  in- 
dicate the  new  direction  that  the  Clinton  administration  is  going 
to  take  towards  these  programs. 

And  what  we  would  like  to  do 

Ms.  DeLauro.  Training  your  people  is  one  way  in  which  you  are 
dealing  with  this. 

Mr.  Dunn.  That  is  correct. 

SUPERVISED  CREDIT 

Ms.  DeLauro.  Okay. 

Mr.  Dunn.  What  we  would  like  to  do,  Congresswoman,  is  to  get 
this  agency  back  to  its  original  mission  of  providing  supervised 
credit — that  is,  working  with  beginning  farmers,  limited  resource 
farmers,  and  those  that  need  some  extra  help,  and  sitting  down 
with  them  and  providing  them  with  the  credit  analysis  that  they 
need  to  make  the  proper  decisions  to  become  successful,  and  to 
graduate  out  of  our  program  and  go  to  the  commercial  bank. 

That's  what  this  agency  was  established  for,  and  we  got  away 
from  it,  so  this  is  the  new  direction  that  we're  taking. 

Ms.  DeLauro.  How  are  you  going  to  that? 

Mr.  Dunn.  We  are  in  the  process  of  rewriting  all  of  our  regula- 
tions, going  through  and  seeing  where  the  regulations  are  short  of 
providing  this  opportunity. 

Ms.  DeLauro.  Tell  me  what  kinds  of  regulations  you  are  looking 
at.  What  are  the  criteria 

Mr.  Dunn.  Servicing. 

Ms.  DeLauro.  On  which  you  say  yes  or  no. 

Mr.  Dunn.  Standards  for  instance. 

Ms.  DeLauro.  Okay. 

Mr.  Dunn.  And  one  of  the  things  that  we  are  asking  for  on  a 
pilot  basis  is  to  put  together  a  credit  analysis  package  that  can  be 
put  in  a  computer,  in  a  laptop  computer  that  we  can  take  out  to 
the  farm,  sit  around  the  kitchen  table  with  the  farmer,  and  put  in 
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all  of  what  they  are  doing,  and  all  of  their  past  history,  so  that  we 
do  an  enterprise  analysis. 

So  that  individual  will  know  where  their  strengths  are  and 
where  their  weaknesses  are,  so  that  we  can  capitalize  on  the 
strengths,  and  we  can  correct  the  weaknesses.  We  haven't  been 
doing  that. 

We've  been  putting  the  money  on  the  table,  and  leaving  it  there. 
That  is  not  supervised  credit.  Supervised  credit  is  working  with  in- 
dividuals on  a  continuing  basis.  I  would  like  to  see  us  make  at 
least  four  visits  annually  out  on  that  farm  to  see  if  we  are  adhering 
to  the  game  plan  that  was  established. 

And  if  not,  why  not?  What  changes  have  to  be  made?  That's  the 
type  of  supervised  credit  that  this  Administration  would  like  to  see, 
to  get  back  to  those  folks  that  need  the  help,  and  get  out  of  this 
multi-million  dollar  fat-cat  loans  that  we  were  in. 

FMHA  LOAN  SERVICING 

Mr.  DeLauro.  The  FmHA  has  had,  and  apparently  continues  to 
have,  some  serious  problems  following  its  own  standards  when  it 
comes  to  making  and  servicing  loans.  FmHA  loan  supervisors  have 
failed  to  verify  borrowers'  existing  debts;  bent  standards  in  order 
to  ensure  borrowers  receive  loans;  and  badly  managed  property  ac- 
quired through  foreclosure.  One  example  charges  that  one  FmHA 
borrower  who  was  delinquent  on  more  than  half  a  million  dollars 
in  loans  simply  moved  to  another  county,  borrowed  $33,000  more, 
and  then  defaulted  on  that  loan.  Being  very  specific,  what  is  now 
being  done  to:  (1)  ensure  that  the  current  loan  servicing,  loan  mak- 
ing, and  property  managing  standards  are  being  followed  and  (2) 
what  is  being  done  to  reevaluate  those  standards  to  make  sure  that 
they  are,  in  fact,  consistent  with  prudent  financial  management 
and  protection  of  taxpayers'  money? 

Mr.  Dunn.  FmHA  conducts  complete  reviews  of  each  State's  loan 
making  and  servicing  activities  at  least  once  every  three  years  and 
more  often  if  deemed  necessary.  A  management  goal  has  been  es- 
tablished to  reduce  the  number  of  all  new  direct  loans  becoming  de- 
linquent the  first  year  after  being  made.  A  management  goal  has 
also  been  established  to  reduce  the  amount  of  delinquent  dollars 
outstanding  on  farmer  programs  loan  accounts. 

Specifically  addressing  the  example  you  raised,  the  names  of  all 
applicants  for  FmHA  services  will  be  verified  through  the  Agency's 
data  processing  system  to  determine  if  any  are  borrowers  or  co-bor- 
rowers on  loans  which  are  still  outstanding.  This  routine  search 
will  also  determine  if  the  applicant  has  ever  had  a  loan  written 
down  or  written  off  by  FmHA. 

Ms.  DeLauro.  Mr.  Dunn,  you  said  that  you  are  strengthening 
these  FmHA  loan  servicing,  loan  making  and  property  manage- 
ment standards,  and  that  you  are  promulgating  new  regulations 
which  will  be  the  vehicle  for  this.  Can  you  please  provide  me  with 
the  substance  of  these  new  regulations  so  far  as  you  can  at  this 
time,  and  can  you  please  tell  me  when  these  regulations  will  be  fi- 
nalized and  when  they  will  put  into  effect? 

Mr.  Dunn.  FmHA  has  published,  as  interim  rule,  regulations  to 
require  FmHA  county  supervisors  to  conduct  periodic  reviews  of  a 
borrowers'  operation  and  to  establish  a  program  to  provide  direct 
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borrowers  guaranteed  assistance  when  it  is  determined  they  can 
meet  the  required  criteria.  Also  published  as  an  interim  rule  is  the 
requirement  that  borrowers  must  attend  production  and  financial 
management  training  in  order  to  obtain  loan  assistance. 

The  regulation  which  governs  FmHA  farm  loan  servicing  is  being 
completely  rewritten  and  we  expect  that  it  will  go  into  effect  this 
summer.  Our  experience  with  the  interim  regulations,  which  imple- 
mented the  Agricultural  Credit  Act  of  1987  and  the  Food,  Agri- 
culture, Conservation  and  Trade  Act  of  1990,  has  helped  in  elimi- 
nating vague  or  seemingly  contradictory  instructions,  consolidating 
and  eliminating  some  forms  and  making  the  remainder  simpler 
and  easier  to  understand,  and  streamlining  the  loan  servicing  proc- 
ess. 

Detailed  and  simplified  flow  charts  have  been  designed  to  guide 
employees  and  borrowers  through  the  loan  servicing  process,  and 
intensive  training  on  the  new  regulation  will  be  held  this  summer 
for  State  farmer  programs  chiefs  and  specialists.  They  will,  in  turn, 
provide  training  for  the  district  and  county  supervisors  within  their 
jurisdictions. 

Our  Agency  is  also  making  efforts  to  be  more  customer-friendly, 
which  entails  the  upgrading  of  standards  of  service  while  maintain- 
ing the  integrity  of  the  programs  and  protecting  the  interest  of  the 
Federal  Government. 

The  regulation  which  guides  FmHA  management  of  its  inventory 
farm  properties  has  been  revised,  and  further  revisions  will  be 
made  to  increase  and  enhance  opportunities  for  the  leasing  of  such 
farms  by  credit  worthy  family-sized  farmers.  Our  field  personnel 
will  be  making  efforts  to  sell  inventory  properties  as  quickly  as  pos- 
sible, with  a  preference  for  helping  beginning  farmers  establish 
their  own  operations. 

SERVICING  STANDARDS 

Ms.  DeLauro.  What  is  the  timing  on  these  new  servicing  stand- 
ards? I'm  presuming  that  is  going  to  include  new  standards  with 
regard  to  inspection  of  collateral  which  is,  in  some  instances,  al- 
most non-existent. 

When  can  we  anticipate  seeing  these  new  standards  and  regula- 
tions? 

Mr.  Dunn.  On  the  collateral  issue,  we  will  ensure  that  we  receive 
150  percent  of  the  value  of  the  loan,  so  if  we  make  a  loan  out  there 
for  $100,000,  we  will  have  collateral  to  cover  $150,000.  That  is  the 
direction  that  we  would  like  to  ensure. 

What  had  happened,  and  on  these  large  loans  that  we're  talking 
about,  was  we  had 

Ms.  DeLauro.  The  small  loans  are  an  issue  too. 

Mr.  Dunn.  Yes. 

Ms.  DeLauro.  We  shouldn't  lose  sight  of  the  small  loans. 

Mr.  Dunn.  We  had  a  tremendous  devaluation  of  assets  during 
the  1980s,  and  that  hurt  tremendously,  but  we  have  made — — 

Ms.  DeLauro.  It  has  since  been  re-evaluated. 

Mr.  Dunn.  That  has  been  re-evaluated,  and  we  are  in  the  process 
now  of  putting  more  emphasis  on  keeping  loans  from  going  delin- 
quent in  the  first  place. 
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For  example  in  1991,  we  had  a  delinquency  rate  at  the  beginning 
of  the  year  of  25  percent.  In  1992,  it  was  24  percent.  This  year,  the 
first  year  of  the  Clinton  administration,  we  have  brought  the  delin- 
quency rate  down  to  20  percent,  so  we're  showing  a  20  percent  re- 
duction in  delinquencies  at  the  beginning  of  the  year. 

So  we  are  putting  more  attention  on  ensuring  that  we  don't  have 
that  farm  become  delinquent  in  the  first  place.  That's  the  direction 
we  just  have  to  go. 

Ms.  DeLauro.  I  still  want  an  answer  to  my  question  of  when  can 
we  anticipate  looking  at  new  regulations,  new  eligibility  criteria, 
how  many  people  are  we  saying  yes  to  under  these  new  regula- 
tions, who  are  we  saying  no  to,  and  are  we  prepared  to  say  no  to 
people  who  do  not  meet  our  criteria,  and  our  eligibility  require- 
ments? 

Mr.  Dunn.  Yes.  That's  an  on-going  process.  We  are  rewriting  the 
regs.  As  we  get  those  rewritten,  we  will  get  them  up  to  you.  The 
beginning  farmer  regulations,  Congress  has  asked  us  to  target  spe- 
cifically amounts  to  beginning  farmers. 

Congress  has  already  shut  the  door  that  it  has  to  be  a  family- 
sized  operation.  They  have  established  limits  on  how  much  money 
can  be  lent,  so  we  are  going  in  those  directions,  and  we  will  be  glad 
to  bring  those  up  and  work  with  you  and  your  staff  on  them. 

MISSION  OF  FARM  LENDING 

Ms.  DeLauro.  Keep  in  mind  that  I  have  an  understanding  that 
there  is  some  tension  between  the  mandate  that  you  have  to  be  a 
lender  of  last  resort,  and  also  to  be  financially  prudent  in  what 
we're  doing  with  taxpayers'  dollars. 

But  let  me  just  ask  you,  what  is  your  view  as  to  what  the  farm 
loan  program  is  all  about?  I  mean,  is  it  to  keep  marginal  farmers 
holding  on  from  one  year  to  another?  What's  your  sense  of  the  mis- 
sion? 

Mr.  Dunn.  Congresswoman,  it  does  us  no  good  to  keep  someone 
out  there  if  they  are  going  to  continue  to  lose  their  equity.  In  the 
long  run,  they  lose  and  we  lose. 

So  we  have  to  help  individuals  understand  their  position,  and 
that  gets  back  to  the  supervised  credit.  The  farmers  and  ranchers 
simply  need  to  understand  how  credit  works,  and  what  is  happen- 
ing to  them  over  a  continuum.  Are  they  having  an  increase  in  net 
worth  that  is  earned,  or  has  it  been  just  as  a  result  of  inflation? 

If  it's  just  the  result  of  inflation,  they  had  better  change  how 
they  have  their  operation  because  if  we  get  into  a  devaluation 
again,  they're  going  to  go  broke,  so  that's  the  type  of  things  that 
we  need  to  do. 

You  are  absolutely  correct.  We  have  got  to  do  a  better  job  of  let- 
ting people  understand  where  they  are. 

Ms.  DeLauro.  I  would  like  to  do  that,  and  I  also  say  this  to  you, 
and  the  last  time  I  talked  about  quotes  from  the  Washington  Post 
and  other  articles  that  have  talked  about  this  situation. 

I'm  a  compassionate  human  being,  but  when  I  look  at  numbers 
that  talk  about  $7.6  billion  in  default  or  forgiveness,  $13  billion  m 
outstanding  loans,  I  don't  come  from  a  farm  community  and  I'm 
trying  to  understand  farm  communities. 
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I  do  come  from  an  urban  area  where  I  see  small  businesses  going 
into  default  day-in  and  day-out  because  they  can't  go  to  a  lender 
of  last  resort.  They  are  going  to  a  commercial  bank,  and  they  are 
not  being  able  to  make  it,  and  people  are  asking  for  their  financial 
disclosure  and  their  taxes  three  years  in  a  row,  and  then  these  ap- 
plicants are  being  turned  down. 

And  I  will  tell  you  this,  I  am  taking  on  this  as  a  mission.  I  want 
to  see  that  we  have  an  opportunity  to  one,  shut  down  those  who 
are  not  paying  back  taxpayers'  dollars  and  who  are  cheating  the 
system  and  using  taxpayers'  dollars  to  do  it,  and  finding  ways  in 
which  to  work  with  you,  and  in  which  we  can  help  to  tighten  up 
what  has  been  happening  over  the  last  15  or  20  years  in  this  effort. 

And  the  Secretary  the  last  time  talked  about  Mrs.  Kling,  and  she 
was  quoted  in  the  Post  in  an  article  talking  about  this  program 
being  a  welfare  program.  It  is  not  a  welfare  program.  This  is  one 
where  we  are  using  billions  of  dollars  of  taxpayers'  monies,  and  we 
want  to  see  that  this  agency  is  using  prudent  financial  manage- 
ment in  what  it's  doing,  and  at  the  same  time,  helping  those  who 
truly  do  need  help  in  our  community. 

So  I  look  forward  to  really  working  closely  with  you  on  this  to 
see  what  we  can  do. 

DELIQUENT  LARGE  LOAN  PORTFOLIO 

I  understand  that  the  FmHA  is  often  at  a  disadvantage  when  it 
tries  to  collect  on  delinquent  large  loans,  because  its  hearing  offi- 
cers are  no  match  in  training  or  expertise  for  the  high-priced  legal 
talent  some  of  these  big  borrowers  can  bring  to  bear.  Your  staff"  has 
suggested  that  Congress  can  help  give  you  the  muscle  necessary  to 
go  after  these  big  borrowers.  Can  you  elaborate  on  this?  Would 
having  the  discretionary  authority  to  assign  Administrative  Law 
Judges  be  a  step  in  the  right  direction? 

Mr.  Dunn.  This  is  an  area  where  Congress  could  provide  assist- 
ance to  FmHA  as  it  moves  to  resolve  its  portfolio  of  existing  prob- 
lem loans.  While  these  steps  would  provide  additional  tools  for  the 
delinquent  large  loans,  they  would  also  be  of  assistance  on  smaller 
problem  loans.  The  following  information  that  addresses  the  as- 
signment of  administrative  law  judges  will  be  submitted  for  the 
record. 

[The  information  follows:] 
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Amendments  to  FmHA  Appeals  Provisions 

Background  The  complexity  of  workouts  within   FmHA  servicing  regulations  can 

produce  a  series  of  appeals  relating  to  both  the  servicing  actions  and  collateral  matters, 
since  nearly  all  FmHA  servicing  decisions  are  appealable.  FmHA's  less  sophisticated 
borrowers  in  small  matters  have  been  the  focus,  by  design,  of  the  process.  The  informal 
process  in  place  allows  unsophisticated  borrowers  to  make  their  appeals  and  get  their 
arguments  and  supporting  evidence  into  the  record  without  concern  for  technical  rules  of 
evidence.  As  with  other  informal  appeals  processes  of  other  Federal  agencies,  the  hearing 
officers  are  not  lawyers. 

Problem  In  large,  complicated  cases,   NAS  hearing  officers  do  not  have  the 

background  or  training  to  handle  complex  or  specialized  matters  (such  as  farm  property 
appraisals),  or  issues  which  arise  from  other  State  or  Federal  laws  (such  as  conversions/bad 
faith,  fraudulent  conveyances,  use  of  shell  corporations,  duties  of  guarantors,  and  security 
interests)  rather  than  the  express  terms  of  FmHA's  regulations.  Also,  guidelines  in  the 
Appeal  Regulations  do  not  sufficiently  constrain  the  tendency  of  hearing  officers  to  substitute 
their  own  judgments  for  discretionary  judgments  of  the  FmHA  program  staff. 

FmHA  borrowers  with  delinquent  Large  Loans  tend  to  appear  with  experts  and  to  hire 
sophisticated  legal  counsel,  who  often  file  multiple,  sequential  appeals.  In  these  cases,  the 
existing  regulations  provide  no  means  to  consolidate  the  issues  for  hearings,  and  the  issues 
may  end  up  being  heard  by  different  hearing  officers.  However,  the  interconnection  of 
issues  introduces  procedural  and  factual  interdependencies  which  tax  the  structure  of  the 
appeals  process  and  can  produce  inconsistent  decisions  in  the  same  case.  For  example, 
one  large  delinquent  California  borrower  (named  in  the  Washington  Post  article),  has 
appealed  every  appealable  FmHA  decision,  and  the  borrower  has  had  no  less  than  three 
appeals  pending,  simultaneously,  since  1990. 

Solution  #1  As  the  hearing  officers   involved   in  current  review  procedures  and 

appeals  do  not  have  significant  business  and/or  legal  expertise,  the  Secretary  should  be 
granted  discretion  to  assign  appeals  raising  complex  legal  or  financial  issues  to 
Administrative  Law  Judges  ("ALJs").  The  legislation  should  provide  that  the  appeals  referred 
to  ALJs  would  be  decided  under  procedures  adopted  by  the  ALJs,  including  procedures  for 
summary  dispositions  of  appeals,  and  that  Administrative  Law  Judges  would  have  full 
discretion  to  control  the  calendaring  and  scheduling  of  hearings  in  all  appeals  referred  to 
them  by  the  Secretary.  With  such  discretion,  the  Secretary  could  insure  that  appeals  which 
raise  complex  or  purely  legal  issues  would  be  decided  by  persons  with  the  training  and 
judicial  temperament  to  understand  and  to  competently  decide  the  issues  raised  in  such 
matters.  Conversely,  the  informal  process  administered  by  the  National  Appeals  Staff  would 
continue  to  operate  in  appeals  raising  simpler  issues  where  a  borrowers  ability  to  get 
contentions  reviewed  without  concern  for  technical  rules  of  evidence  is  a  greater  concern. 

AND 

Solution  #2  Request  Congress  to  authorize  exercise  of  greater  flexibility  by  the 

National  Appeals  Staff  in  scheduling  hearings  arising  in  the  same  matter.    With  greater 
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discretion  in  scheduling,  the  National  Appeals  Staff  would  be  able  to  consolidate  multiple 
pending  appeals  in  a  matter  for  a  single  hearing.  This  discretion  should  expedite  resolution 
of  appeals  and  produce  decisions  of  better  quality  and  reduce  costs  associated  with  multiple 
pending  appeals.  The  time  frame  to  complete  all  pending  appeals  should  be  accelerated, 
and  the  time  and  money  entailed  in  preparation  and  attendance  by  all  parties  in  multiple 
appeals  should  be  significantly  reduced.  Similarly,  a  grant  of  greater  discretion  to 
consolidate  appeals  should  prevent  inconsistent  decisions  with  the  same  borrower,  and 
would  permit  the  hearing  officer  to  take  into  account  interdependencies  of  issues  that  are 
often  overlooked. 
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Ms.  DeLauro.  What  other  legislative  solutions  would  help  the 
FmHA  go  after  delinquent  borrowers  or  otherwise  improve  the 
farm  loan  programs.  Could  you  please  submit  a  detailed  list  for 
record? 

Mr.  Dunn.  A  list  of  three  additional  legislative  initiatives  that 
would  help  FmHA  improve  the  farm  loan  programs  will  be  submit- 
ted for  the  record. 

[The  information  follows:] 
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ACCEPT  PROCEEDS  FOR  BUYOUTS  PAST  THE  90-DAY  TCVIEFRAME 

BACKGROUND:    It"  a  borrower's  account  cannot  be  restructured  because  or  the  lack  or 
repayment  ability,  the  borrower  is  given  the  opportunity  to  buy  out  his/her  loans  at  the  net 
recovery  value  of  the  security.    Current  statutes  give  the  borrower  90  days  to  come  up  with 
the  proceeds  or  a  commitment  from  another  lender. 

PROBLEM:  Current  law  does  not  permit  acceptance  of  net  recovery  buyouts  beyond  the 
deadline,  resulting  in  out-of-pocket  costs  to  the  Government  for  liquidation  in  such  cases. 
Additionally,  further  losses  are  suffered  by  the  Government  due  to  the  accrual  of  interest 
during  the  liquidation  period. 

SOLUTION:    To  avoid  the  cost  of  liquidation  of  the  borrowers  security,  permit  acceptance 
of  proceeds  for  the  buyout  until  the  time  the  account  is  accelerated.    More  farmers  will  be 
able  to  keep  their  farms  and  the  Government  will  reduce  losses. 


227 


REMOVE  THE  FARM  INCOME  REQUIREMENT  FOR  THE  HOMESTEAD 
PROTECTION  PROGRAM 

BACKGROUND:    The  proposed  amendment  to  paragraph  (c)(1)(C)  of  Section  352  of  the 
CONACT  would  remove  the  requirement  for  borrowers  to  have  received  income  from 
farming  or  ranching  operations  which  is  at  least  60  percent  of  the  gross  annual  income  of  the 
borrower/owner  and  any  spouse  of  the  borrower/owner,  in  at  least  2  calendar  years  during 
the  6-year  period  previous  to  the  homestead  protection  application.    This  will  allow  more 
borrowers  to  qualify  for  homestead  protection. 

PROBLEM:    Currently,  many  borrowers  are  excluded  from  homestead  protection 
consideration  because  of  the  60  percent  requirement  for  gross  farm  income  in  at  least  2  of 
the  last  6  years.   This  change  will  allow  borrowers  who  may  not  have  been  directly  involved 
who  earlier  quit  farming  because  it  was  not  profitable,  to  be  considered  for  homestead 
protection. 

SOLUTION:    Amend  the  CONACT  to  remove  the  requirement  for  borrowers  to  have 
received  from  farming  or  ranching  operatior.   a:  least  60  percent  of  the  gross  annual  income 
of  the  borrower/owner  and  any  spouse  of  the  borrower/owner  in  at  least  2  calendar  years 
during  the  6-year  period  previous  to  the  application  for  homestead  protection. 
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ELIMINATE  THE  SOFTWOOD  TIMBER  PROGRAM 

BACKGROUND:    The  Softwood  Timber  Program  is  a  45-year  deferral  program  chat  has  had 
very  little  acceptance  by  FmHA  Farmer  Programs  borrowers.    Only  29  loans  have  been 
approved  over  a  period  of  several  years. 

PROBLEM:    Insufficient  number  of  customers  qualified  or  applied  for  the  Softwood  Timber 
program  for  it  to  be  cost  effective. 

SOLUTION:    Delete  Excerpts  from  title  XII  of  the  Food  Security  Act  of  1985.  subtitle  F. 
the  amendment  to  section  608  of  this  Agricultural  Programs  Adjustment  Act  of  1984  (7 
U.S.C.  1981  note)  all  provisions  relating  to  the  Softwood  Timber  (ST)  program. 
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FMHA  REORGANIZATION  MANAGEMENT 

Ms.  DeLauro.  What  is  being  done,  as  you  contemplate  the 
planned  reorganization,  to  ensure  that  the  people  who  serve  in 
these  offices  will  have  the  necessary  knowledge  to  properly  super- 
vise and  manage  FmHA's  huge  loan  portfolio?  How  are  you  going 
to  make  sure  that  the  people  running  the  local  offices  are  able  to 
properly  oversee  the  many  functions  that  will  be  assigned  to  these 
offices? 

Mr.  Dunn.  The  program  personnel  involved  with  a  particular 
program  will  be  transferred  to  the  new  Agency  assigned  the  pro- 
gram— i.e.  FmHA  county  supervisors,  assistant  county  supervisors, 
loan  technicians,  and  loan  specialists;  ASCS  personnel;  FCIC  per- 
sonnel; and  SCS  personnel.  After  the  reorganization  take  place, 
there  will  be  a  need  to  cross-train  employees.  This  will  ensure  the 
County  Office  employees  will  be  familiar  with  the  new  programs 
administered  by  their  office.  Because  all  FmHA  employees  cur- 
rently are  Federal  employees,  they  are  the  logical  choice  for  super- 
vising and  managing  the  new  County  Offices.  A  State  Director  will 
be  the  senior  manager  in  each  State. 

SECTION  502  LOANS 

Ms.  DeLauro.  You  are  calling  for  an  increase  in  the  minimum 
contribution  from  borrowers  in  the  section  502  direct  loan  program 
from  20  percent  to  30  percent  of  principal,  interest,  tax  and  insur- 
ance payments.  What  effect  will  this  have  on  the  ability  of  new  bor- 
rowers to  obtain  these  loans  and  on  the  default  rates  of  people  al- 
ready in  the  program? 

Mr.  Dunn.  We  estimate  that  30  percent  contribution  would  mean 
an  average  of  $75  per  month  increase  in  payments  for  the  very  low- 
income  borrower  and  an  average  of  $150  per  month  increase  for  the 
low-income  borrower.  However,  it  is  important  to  note  that  our  pro- 
posal presumed  that  the  30  percent  initiative  would  apply  only  for 
new,  FY  1995  borrowers,  therefore  there  would  be  no  change  in  de- 
fault rates  for  those  borrowers  already  in  the  program. 

At  the  present  time,  some  of  our  low-income  borrowers  are  al- 
ready paying  30  percent  or  more  of  their  income.  These  people  who, 
upon  entering  the  program,  showed  that  they  have  been  paying  30 
percent  or  more  of  their  income  in  rent  and  still  manage  to  make 
ends  meet.  The  502  program  currently  has  an  application  backlog 
of  about  57,000  potential  borrowers,  representing  more  loans  than 
the  program  could  make  in  2  years.  It  is  likely  that  enough  of  these 
applicants  would  be  willing  to  pay  30  percent  of  their  income  to 
maintain  demand  for  the  program. 

HOME  LOAN  PROGRAM 

Ms.  DeLauro.  I  am  concerned  about  the  proposed  cut  of  almost 
60  percent  in  the  FmHA's  section  515  rental  housing  program.  In 
Connecticut,  our  funds  for  rural  rental  housing  have  dropped  from 
$4  million  in  1993  to  just  over  $1  million  estimated  for  1995.  As 
I  understand  it,  this  program  is  the  only  one  we  have  that  is  add- 
ing to  the  amount  of  affordable  rental  housing  in  rural  areas.  And 
this  is  at  a  time  when  there  is  a  growing  gap  between  the  need  for 
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this  kind  of  housing  and  its  availability.  How  do  you  plan  to  accom- 
modate this  need? 

Mr.  Dunn.  This  Administration  is  committed  to  the  improvement 
of  the  quality  and  quantity  of  affordable  housing  in  rural  America. 
The  proposed  budget  makes  the  best  use  of  the  limited  resources 
to  address  the  most  serious  housing  needs  of  this  country.  How- 
ever, we  will  use  the  dollars  allocated  by  Congress  to  address  the 
most  serious  needs  in  rural  areas  and  protect  the  government's  in- 
vestment in  the  existing  FmHA  financed  complexes.  We  will  at- 
tempt to  use  the  limited  funds  more  wisely  by  evaluating  the  cost 
of  complexes  more  closely. 

As  you  are  probably  aware  our  rural  housing  voucher  program 
has  also  been  reproposed  at  the  $25  million  level.  This  new  pro- 
gram may  play  an  important  part  in  the  future  for  addressing  the 
need  for  affordable  rental  housing. 

Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you.  Ms.  Vucanovich. 

SECTION  515  HOUSING 

Mrs.  Vucanovich.  Thank  you,  Mr.  Chairman.  I'm  not  sure 
whether  Mr.  Nash  or  Mr.  Dunn  should  answer  this  question,  but 
I'm  talking  about  the  515  rural  rental  housing  loan  program. 

This  program  has  been  very  successful  in  my  state  of  Nevada, 
and  yet  there  is  still  a  great  need  for  additional  units  in  Nevada, 
and  specifically  for  communities  with  existing  Farmers  Home  fi- 
nance projects.  I  am  told  that  the  waiting  list  exceeds  1,500,  and 
six  communities  have  pending  pre-applications  to  provide  almost 
700  units. 

My  question  is:  With  the  proposed  cut  in  the  515  program,  how 
will  Farmers  Home  or  the  proposed  rural  housing  and  community 
development  service  address  the  rental  housing  needs  of  the  rural 
families  and  elderly  in  Nevada  and  other  states  throughout  the 
country? 

Mr.  Dunn.  Thank  you,  Congresswoman.  I  recently  had  the  pleas- 
ure of  being  with  you  in  Nevada.  According  to  our  last  survey,  the 
State  of  Nevada  has  $5.5  million  in  loan  requests  for  approximately 
120  new  units. 

Mrs.  Vucanovich.  Right. 

Mr.  Dunn.  While  opening  the  new  State  Office  there,  I  had  the 
opportunity  to  visit  some  of  the  best-kept,  best-run  515  units  that 
I  think  that  I've  ever  seen,  and  the  State  can  be  justifiably  proud 
of  what  they  are  doing  there. 

You  are  correct,  we  have  a  problem,  and  that  problem  is  that 
there  simply  is  not  enough  money  to  go  around,  given  the  budget 
constraints  that  we  have. 

Last  fiscal  year  the  agency  recognized  the  plight  of  States  with 
small  allocations  of  section  515  funds,  and  increased  the  minimum 
allocation  from  $1.75  to  $2.75  million.  The  Agency  will  use  all  of 
the  amounts  provided  to  assist  as  many  families  as  possible  and 
will  attempt  to  provide  the  small  allocation  states  again  with  funds 
sufficient  to  enable  them  to  address  some,  if  not  all  of  their  housing 
needs.  In  addition,  we  have  proposed  to  fund  housing  vouchers  to 
assist  the  rental  needs  of  low-income  rural  families. 
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What  we  did  was  make  a  very  hard  choice,  and  we  are  saying 
that  we  need  to  provide  rental  assistance  to  those  that  are  in  the 
units  right  now  that  need  that  assistance,  rather  than  build  new 
units. 

I  wish  we  didn't  have  to  make  that  choice,  but  that  is  the  reality 
of  the  budget. 

Mrs.  Vucanovich.  Is  the  Department  of  Agriculture  or  the 
Farmers  Home  currently  working  with  communities  with  high 
rental  assistance  use  to  encourage  the  development  of  say,  an 
empowerment  zone  or  an  enterprise  community  since  the  funding 
for  fiscal  year  1995  is  targeted  for  those  programs? 

Mr.  Nash.  Congresswoman,  Bob  Nash,  Under  Secretary.  May  I 
respond  to  that  question? 

Mrs.  Vucanovich.  Surely. 

Mr.  Nash.  The  empowerment  zone  program  will  allow  the  Sec- 
retary of  Agriculture  to  name  three  rural  empowerment  zones,  and 
30  enterprise  communities.  The  communities  that  are  designated 
will  be  able  to  decide  how  to  use  the  direct  funds  given  to  them, 
and  if  those  communities  that  are  so  designated  decide  that  they 
want  to  put  the  dollars  they  receive  into  housing,  they  can  do  that. 

The  concept  of  the  program  is  that  we  do  not  tell  the  commu- 
nities what  to  use  the  funds  for,  they  tell  us.  That's  the  unique  fea- 
ture of  it,  so  yes,  the  empowerment  zone  program  for  those  that  are 
designated,  is  a  possibility. 

Mr.  Dunn.  The  Department,  through  its  restructuring  efforts, 
hopes  that  by  consolidating  agencies  and  redefining  their  missions 
it  will  result  in  better  coordination  and  will  further  result  in  en- 
couragement of  empowerment  zones  or  enterprise  communities. 

FAIR  DISTRIBUTION  OF  SECTION  515  FUNDS 

Mrs.  Vucanovich.  I  appreciate  that.  Last  week,  the  Secretary 
announced  action  to  fight  abuse  in  the  farmers  home  rural  housing 
program,  and  I  think  this  is  timely.  I  think  that  we  need  to  do  this, 
and  I  hope  that  the  program  can  be  cleaned  up,  but  the  abuses  in 
the  program  were  not  in  every  one  of  the  states.  It  was  in  just  a 
few  of  the  states,  and  not  across-the-board  as  I  understand  it,  and 
I  have  been  assured  that  our  Nevada's  home  515  program  doesn't 
have  any  units  considered  to  be  unsafe  or  unsanitary. 

My  question  is  with  the  limited  monies  for  the  515  program  in 
the  proposed  budget,  how  will  farmers  home  assure  that  these 
monies  are  not  used  to  fix  the  problems  of  mismanagement  in  some 
states,  but  will  be  allocated  to  states  like  Nevada  which  have  a 
well-run,  efficient  program  with  needs  for  funding? 

How  is  it  going  to  be  done?  Is  it  going  to  be  done  across  the 
board? 

Mr.  Nash.  Well,  Congresswoman,  very  frankly,  there  may  be 
some  cases  where  some  of  the  dollars  that  might  go  for  new  con- 
struction might  need  to  be  used  to  protect  the  investment  we  al- 
ready have. 

Now,  we're  going  to  do  everything  possible  to  recover  funds  from 
those  few  cases,  and  I  agree  with  you,  the  515  is  a  very,  very  good 
program  in  most  places  in  this  country,  and  we  are  in  fact  doing 
a  national  survey  of  all  of  our  units,  and  it  is  coming  up  that  most 
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of  them  are  doing  very,  very  well,  but  there  may  be  some  instances 
where  we  will  have  to  use  some  of  the  515  funds 

Mrs.  Vucanovich.  Some  of  the  overall  funds,  uh-huh. 

Mr.  Nash.  Yes,  ma'am,  but  I  do  not  expect  that  to  be  widespread. 
We  will  attempt  to  get  existing  owners  to  fix  up  the  projects  them- 
selves, or  use  reserve  funds  that  may  not  be  there  now,  but  should 
be  there,  to  replenish  those,  to  get  work  done,  to  fix  these  projects 
up. 

We  personally — the  administrator,  myself  and  the  general  coun- 
sel, and  the  OIG  from  our  office — visited  several  projects  to  look 
firsthand  and  interview  residents,  and  we  do  have  some  problems 
in  some  places,  and  we  will  correct  them. 

Mrs.  Vucanovich.  Well,  we  are  just  hoping  that  the  states  that 
have  done  a  good  job  aren't  penalized  and  lose  money  in  the  proc- 
ess. 

Mr.  Dunn.  We  appreciate  and  share  your  concerns.  However,  the 
Agency  cannot  continue  to  build  new  units  when  existing  units  in 
the  program  are  not  providing  decent,  safe  and  sanitary  housing. 
Those  states  where  these  problems  exist  will  be  required  to  utilize 
a  large  portion  of  their  allocation  to  address  the  dire  needs  of  exist- 
ing tenants.  We  believe  there  will  be  sufficient  funds  to  ensure  that 
new  units  are  developed  in  all  states. 

LOAN  SERVICING 

Mrs.  Vucanovich.  With  the  reorganization  of  the  USD  A,  re- 
sources will  be  focused  to  areas  of  greatest  need  and,  I  imagine, 
FmHA  will  utilize  assistance  from  the  private  sector  where  appro- 
priate. In  servicing  FmHA  direct  loans,  it  is  my  understanding  that 
the  Secretary  is  considering  centralizing  administration  of  these 
loans.  Would  you  care  to  comment  on  this  and  whether  the  pro- 
posed Rural  Housing  and  Community  Development  Service  will  be 
considering  the  use  of  outside  servicers  to  assist  with  part  of  your 
portfolio? 

Mr.  Dunn.  Under  reorganization,  we  anticipate  that  there  will  be 
a  more  centralized  type  field  office  structure  serving  rural  housing 
borrowers.  Those  activities  that  lend  themselves  to  full  centraliza- 
tion such  as  collection  of  borrower  payment,  escrow  accounting  and 
disbursement,  initial  delinquency  contacts  such  as  autocall  and  re- 
minder notices  of  late  payments  will  be  instituted.  Servicing  activi- 
ties such  as  subsidy  reviews/renewals,  delinquency  workout  agree- 
ments, and  the  granting  of  moratoriums  will  continue  to  be  admin- 
istered in  a  more  decentralized  environment  to  assure  FmHA 
maintains  its  role  of  providing  supervised  credit  to  those  in  need. 
At  this  time,  we  anticipate  limited  involvement  of  outside  servicers 
except  to  the  extent  that  they  can  further  the  role  of  delivering  su- 
pervised credit  assistance. 

SECTION  515  PROGRAM 

Mrs.  Vucanovich.  What  was  the  request  to  OMB  for  515  Pro- 
gram? 

Mr.  Dunn.  The  request  for  the  Section  515  program  was  for 
$220,000,000. 

Mrs.  Vucanovich.  I  appreciate  all  of  you  being  here.  It's  good  to 
see  you  again,  Mr.  Dunn. 
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Mr.  Dunn.  Thank  you. 

Mrs.  Vucanovich.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you.  Ms.  Kaptur. 

Ms.  Kaptur.  Thank  you,  Mr.  Chairman.  Welcome,  Mr.  Under 

Secretary 

Mr.  Nash.  Thank  you,  ma'am. 

HISTORY  OF  FARM  CREDIT 

Ms.  Kaptur  [continuing].  And  all  the  distinguished  panelists  this 
morning.  I  wonder  if  anybody  on  the  panel  could  give  me  a  sense 
of  history  here.  When  the  Farm  Credit  Administration  was  estab- 
lished early  on,  it  is  my  understanding  that  over  half  of  the  loans 
made  in  this  country  to  farmers  as  a  whole  came  through  that  fed- 
eral system. 

It  is  now  down  to  somewhere  below  30  percent,  if  I  am  correct. 

I  guess  one  of  my  questions  has  to  do  with  the  whole  scheme  of 
credit  that  goes  to  farmers,  and  the  relationship  between  the  pri- 
vate sector  and  the  public  sector,  and  what  these  intermediaries 
now  do. 

In  my  service  in  the  Congress,  I  really  have  not  sat  through  any 
hearing  where  we  get  into  that  in  much  detail,  so  I'm  still  trying 
to  figure  out  what's  going  on  in  the  private  sector,  especially  with 
all  of  the  changes  that  we  see  with  interstate  banking  and  a  lot  of 
the  larger  institutions,  the  growth  of  regionals  as  opposed  to  just 
the  money-centered  banks,  the  changing  role  of  savings  and  loans, 
etc. 

What  is  the  connection  between  that  and  what  we  are  doing  as 
a  government  to  try  to  assist  farming  in  rural  communities  in  this 
country? 

And  although  the  focus  today  is  really  on  farmers  home  and 
RDA,  I  am  wondering  if  anybody  feels  confident  to  come  in  on  how 
you  see  the  changing  relationship  between  the  private  sector  and 
credit  available  to  farmers  in  whatever  form  that  they  might  need 
it — direct  operating,  for  housing,  for  land  acquisition — and  the  role 
of  these  federal  intermediaries,  including  farmers  home. 

Please  explain  this  role  to  me? 

Mr.  Nash.  Congresswoman,  let  me  start  off  by  saying  that  the 
Farmers  Home  Administration,  in  my  opinion,  is  a  specialized  lend- 
er to  specialized  population,  and  should  not  view  itself  as  a  general 
purpose  lender  to  farming  in  general.  That's  one  point. 

We  have  recently  talked  to  some  of  these  other  intermediaries — 
the  Farm  Credit  Administration — trying  to  figure  out  new  ways  for 
us  to  work  together.  We've  met  with  the  private  lending  sector,  pri- 
vate commercial  banks,  what  we're  attempting  to  do  there  is  to 
work  with  them  more  in  the  guaranteed  loan  arena  where  they  are 
actually  making  the  loans. 

They  are  closer  to  the  clients,  know  more  about  the  local  commu- 
nity, and  given  the  fact  that  we  are  to  some  degree,  downsizing,  it 
makes  more  sense  to  work  with  those  private  commercial  lenders. 
I  would  like  to  ask  the  Administrator  of  the  farmers  home  to  speak 
to  your  questions  also,  and  probably  more  particular  to  these  other 
intermediaries  that  we  work  with. 

Ms.  Kaptur.  Thank  you.  I'm  glad  to  hear  that  because  that's  the 
area  which  I  wish  to  probe. 
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Mr.  Dunn.  Congress  woman,  Senator  Leahy  used  to  graphically 
describe  the  credit  for  agriculture  as  the  Vermont  three-legged 
milking  stool.  One  leg  of  that  stool  was  the  federal  credit  that  was 
available  through  the  Farmers  Home  Administration  which  hit 
that  strata  of  folks  that  needed  the  most  help,  that  could  not  get 
credit  elsewhere. 

Then  he  said  there  was  another  leg  which  was  the  cooperative 
lending  institution,  the  government-sponsored  entity  of  the  Farm 
Credit  System  where  farmers  got  together  through  the  farm  credit 
system,  issued  their  own  securities,  and  brought  in  monies  to  loan 
to  themselves. 

And  then  the  third  leg  was  commercial  credit  through  the  banks, 
local  commercial  establishments  including  insurance  companies 
that  often  make  long-term  loans. 

There  has  been  some  reversal  of  roles  among  these  lenders,  espe- 
cially during  the  turbulent  times  we  had  in  the  80's.  At  that  time, 
we  saw  the  commercial  banks,  the  insurance  companies,  and  even 
the  Farm  Credit  System  cut  back  on  the  number  of  loans  that  they 
would  make. 

And  at  that  time  the  Farmers  Home  Administration  stepped  in 
and  either  through  direct  lending,  or  through  guaranteed  loans, 
picked  up  the  bulk  of  the  problem  loans  and  that,  to  a  large  extent, 
is  the  reason  why  we  have  so  many  problems  today. 

Prior  to  that,  the  farm  credit  system  was  by  and  large,  the  great- 
est lender  in  the  agriculture  sector.  That's  not  true  today.  Today 
we  see  the  commercial  banks  picking  up  more  of  that. 

Ms.  Kaptur.  The  largest. 

Mr.  Dunn.  And  being  the  largest,  and  our  Economic  Research 
Service  does  provide  some  charts  and  I  would  be  willing  to  submit 
them  to  the  Congresswoman  so  that  she  can  see  the 
juxtipositioning  of  these  various  entities  today. 

[The  information  follows:] 
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SINGLE  FAMILY  HOUSING  DELINQUENCIES 

Ms.  Kaptur.  I  would  be  interested  in  that,  the  changing  role  of 
these  different  intermediaries  in  the  market,  as  I  attempt  to  figure 
out,  as  we  look  to  the  21st  century,  what  the  proper  relationship 
should  be. 

The  bulk  of  the  money  is  in  the  private  sector.  It  seems  to  me 
that  we  ought  to  use  our  federal  powers  to  bridge  those  private  dol- 
lars where  we  can. 

I'm  looking  at  charts  that  were  submitted  by  the  farmers  home 
administration  on  rates  of  delinquencies  and,  that  the  guaranteed 
programs  appear  to  be  doing  much  better  in  terms  of  lower  delin- 
quencies than  some  of  the  other  loans  that  have  been  made. 

So  you  have  better  underwriting.  You'd  have  something  going  on 
out  there  in  the  private  sector,  I  take  it,  that  would  permit  you  to 
have  a  sounder  credit. 

As  I  look  at  other  programs,  the  low  to  moderate  income  housing 
loans  that  are  called  non-interest  credit  programs,  and  the  delin- 
quency appears  to  be  the  highest. 

Am  I  reading  these  charts  correctly?  In  fact,  for  1993,  it  says  per- 
cent of  delinquencies,  15.  Does  that  mean  there  are  15  percent  de- 
linquencies in  that  program?  It  gives  an  amount  that  is  delinquent, 
$143  million,  so  I  guess  I'm  interested  in  which  programs  work  and 
why. 

Mr.  Dunn.  On  the  interest  credit,  that  is  on  the  502  program. 

Ms.  Kaptur.  Yes. 

Mr.  Dunn.  Interest  credit  means  that  we  provide  a  buy-down  of 
the  interest  rate. 

Ms.  Kaptur.  A  buy-down  of  the  interest  rate,  all  right.  Am  I 
reading  the  numbers  properly?  If  you  go  to  September  1993,  and 
you  look  at  the  loans  outstanding,  over  6  million,  and  then  the  bor- 
rowers delinquent,  47,000,  is  that  correct? 

Mr.  Dunn.  No,  that's — I  believe  that  is — yes,  out  of  322,000. 

Ms.  Kaptur.  Yes. 

Mr.  Dunn.  That  is  a  15  percent,  and  it  is  two  percent  of  the  prin- 
cipal balance  outstanding  on  all  nonsubsidized  loans,  and  15  per- 
cent of  the  borrowers. 

Ms.  Kaptur.  Fifteen  percent  of  the  borrowers  in  that  program 
are  delinquent? 

Mr.  Dunn.  That  is  correct. 

Ms.  Kaptur.  On  the  interest  buy-down. 

Mr.  Dunn.  That's  the  non-interest  credit. 

Ms.  Kaptur.  Yes. 

Mr.  Dunn.  And  14  percent  on  the  interest  credit. 

DELINQUENCY  RATES 

Ms.  Kaptur.  What  I  would  appreciate,  along  with  those  other  fig- 
ures you  are  going  to  give  me  which  I  hope  will  give  me  a  perspec- 
tive on  where  farmers  are  able  to  obtain  credit  for  farm  operations 
or  for  their  housing  from  the  public  sector  versus  the  private  sec- 
tor. Is  there  an  analysis  or  information  submitted  to  me  on  these 
loan  programs  that  are  the  housing  programs. 

Ms.  DeLauro  is  looking  at  the  farm  loan  operating  programs  as 
distinct  from  what  I'm  asking  for  here.  I'm  very  curious  as  to  the 
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delinquency  rate.  For  example,  in  the  private  sector,  a  two  percent 
delinquency  rate  would  be  high. 

So  when  you  look  at  15,  you  are  starting  to  ask  what  is  really 
going  on  there,  and  then  the  extent  to  which  these  are  totally  gov- 
ernment-run, or  there  is  some  private  sector  participation  in  them. 
I  would  be  very  interested  in  that. 

Mr.  Nash.  We  can  do  that,  Congresswoman.  What  we  will  do  is 
make  sure  we  provide  adequate  explanation  because  these  pro- 
grams many  times  are  targeted  to  different  populations. 

For  example,  I  think  what  you  will  see  is  for  those  programs  that 
are  targeted  to  lower  income  populations,  you  will  probably  see  a 
higher  delinquency  rate.  For  those  targeted  for  higher  income  pop- 
ulations, you  will  probably  see  a  lower  delinquency  rate. 

You  will  probably  always  see  a  higher  delinquency  rate  in  our 
programs  than  with  private  commercial  banks  because,  in  my  opin- 
ion, private  commercial  banks  because  of  regulators  and  because  of 
their  stockholders — and  I'm  not  being  critical  because  private  com- 
mercial institutions  serve  a  very,  very  important  purpose — but 
their  primary  purpose  is  not  as  the  government's  which  is  public 
service. 

So  I  do  see  the  difference  between  the  private  commercial  banks 
and  our  programs,  and  even  within  our  programs,  you  will  see  dif- 
ferences in  delinquency  rates,  but  we  will  get  that  information  for 
you. 

[Additional  information  follows:] 

The  delinquency  percent  you  noticed  in  the  explanatory  notes  is  the  number  of 
delinquent  borrowers  divided  by  the  total  number  of  borrowers.  As  of  9/30/93,  15 
percent  of  nonsubsidized,  non-interest  credit  Section  502  borrowers  were  delinquent. 
The  amount  delinquent  is  total  dollars  currently  classified  as  delinquent.  Since 
many  borrowers  are  only  several  payments  delinquent,  their  amount  delinquent 
may  be  much  less  than  $1,000.  The  percentage  of  the  amount  delinquent  is  cal- 
culated by  dividing  the  amount  delinquent  by  the  the  total  loan  principal  balance 
outstanding  for  all  loans.  This  calculates  to  2  percent. 

A  nonsubsidized  borrower's  payments  are  based  on  their  note  rate  alone  (6.5%  to 
13.5%).  A  subsidized  borrower's  payment  represents  a  payment  as  low  as  one  per- 
cent and  averages  3%  to  4%.  Each  nonsubsidized  borrower  will  likely  have  a  larger 
amount  delinquent  than  a  typical  subsidized  borrower  even  though  they  are  both 
only  a  payment  or  two  behind.  This  factor,  plus  the  case  that  seriously  delinquent 
subsidized  borrowers  not  acting  in  good  faith  with  the  Agency  may  eventually  lose 
their  subsidy  and  be  placed  in  the  nonsubsidized  category,  helps  to  explain  why  the 
total  delinquency  amount  and  percent  for  single  family  housing  loans  is  higher. 

Ms.  Kaptur.  It's  very  interesting,  because  when  I  used  to  serve 
on  the  HUD  authorizing  committee,  the  general  assumption  was 
that  the  lower  the  income,  the  worse  the  default  rate,  and  we  did 
a  study  of  the  FHA  insurance  fund,  and  in  fact,  the  reverse  was 
true. 

The  people  who  were  the  working  class  families  of  this  country 
had  the  best  rate  of  repayment,  and  the  ones  that  had  the  worst 
rate  of  repayment  were  those  families  that  were  over-leveraged  and 
earned  over  $80,000  a  year. 

Now,  it  would  be  interesting  to  me  to  see  what  happens  on  a 
rural  development  program. 

Mr.  Nash.  Okay. 

Ms.  Kaptur.  I  would  like  to  see  if  there  is  a  reversal  of  what's 
happening  in  the  urban  areas,  because  I  think  we  have  these  as- 
sumptions about  who  pays  and  who  doesn't  pay.  I  want  programs 
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to  work,  and  I  want  people  to  be  able  to  earn  a  living  and  to  have 
decent  shelter,  and  I'm  trying  to  find  a  way  for  the  public  sector 
and  the  private  sector  to  work  together  on  this. 
Mr.  Nash.  Yes. 

REORGANIZATION  AND  SMALLER  FARMERS 

Ms.  Kaptur.  I  have  some  other  questions  for  the  record,  but 
there  is  one  other  one  I  did  wish  to  ask  because  I'm  concerned 
about  it.  In  the  reorganization  that  is  proposed,  and  I'm  looking  at 
this  chart  now,  it  is  my  understanding  that  farmers  home  direct 
operating  and  farm  ownership  loan  programs  will  come  out  of  the 
rural  development  side,  and  be  put  under  the  farm  and  inter- 
national trade  services. 

Now,  the  question  I  really  have  is  won't  those  programs  which 
are  aimed  at  smaller  farmers  be  overwhelmed  by  the  commodity 
groups  and  the  international  trade  and  some  of  the  big  driving 
forces  over  there  at  agriculture?  Why  are  those  two  programs  taken 
out  of  the  rural  economic  and  community  development  side  of  the 
equation? 

Mr.  Nash.  Ms.  Kaptur. 

Mr.  Dunn.  Ms.  Kaptur. 

Mr.  Nash.  Go  ahead. 

Mr.  Dunn.  Earlier  we  decided  I  would  take  the  easy  ones  and 
he'd  take  the  hard  ones.  [Laughter.] 

No,  Congressman,  he  gets  to  choose  which  is  which.  [Laughter.] 

Mr.  Nash.  Let  me  start  out.  [Laughter.] 

I  will  take  this  tough  one,  and  the  Administrator  may  want  to 
respond  also.  Let  me  say  this.  Secretary  Espy  decided  that  in  his 
reorganization  plan,  he  wanted  to  create  a  farm  service  agency, 
and  the  issue  is  not  that  the  farm  lending  programs  or  Farmers 
Home  are  being  moved  to  the  ASCS  programs. 

The  issue  is  there  will  be  no  ASCS,  there  will  be  no  Farmers 
Home.  They  will  be  merged.  That's  the  first  point. 

The  second  point  is  that  under  Secretary  Moos  who  is  here  today 
who  I  think  will  come  up  later,  and  I  and  his  staff  and  all  of  us 
have  worked  very  close  together  to  make  sure  that  the  farm  credit 
programs  which  serve  a  different  farm  population,  will  be  treated 
fairly  and  equally. 

The  people  who  now  run  the  farm  lending  programs  in  Farmers 
Home  will  in  fact  move  to  the  FSA,  the  new  federal  Farm  Service 
Agency,  and  continue  to  run  those  programs.  We  have  a  very  good 
staff  to  do  that,  and  I  have  no  reservations  about  the  farm  lending 
programs  taking  a  backseat  to  any  of  the  other  programs.  They  will 
all  be  treated  fairly,  Congresswoman. 

Ms.  Kaptur.  I  guess  I'm  concerned.  If  you  were  to  put  me  in  a 
linebacker  position  on  some  big  football  team  in  this  country,  I 
don't  think  I'd  survive.  I  wouldn't  be  the  biggest  one  there.  I 
wouldn't  be  the  one  that  could  run  through  all  the  lines. 

I  would  be  a  little  concerned  about  my  ability  to  get  any  atten- 
tion or  survive  with  all  these  big  bananas  on  the  block.  So  you 
know,  you  are  putting  these  programs  in  with  the  larger  commod- 
ity programs,  crop  insurance  programs,  marketing  and  export  pro- 
grams. You  are  hearing  me.  I  can  see  that. 

Mr.  Nash.  I  do,  I  do.  I  hear  you.  [Laughter.] 
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Congress  woman,  I  would  like  the  Administrator  to  respond  to 
some  of  the  questions,  but  I  would  like  to  just  make  one  other 
statement,  if  I  could. 

Even  though  farm  lending  programs  are  moving  to  another  mis- 
sion area,  my  concern  is  still  rural  development,  and  an  important 
piece  of  rural  development  includes  family  farmers.  Family  farm- 
ers, if  they  do  not  do  well,  then  a  large  part  of  rural  America  is 
not  going  to  do  well. 

I  am  sure  that  in  the  move  of  the  farm  lending  program  from 
Farmers  Home  to  Under  Secretary  Moos'  office,  family  farmers  will 
not  get  lost,  and  there  will  be  proper  attention  given  to  them.  I  am 
totally  convinced  of  it,  and  I  think  when  Under  Secretary  Moos 
gets  up  here,  he  will  assure  you  of  the  same  thing  again. 

The  Administrator  may  want  to  respond  further  to  it. 

Mr.  Dunn.  Congresswoman,  if  you  will  observe  on  that  chart,  you 
will  see  that  the  farm  lending  programs  are  not  in  a  subservient 
position  to  the  farm  programs  currently  at  ASCS,  the  federal  crop 
insurance  or  the  commodity  programs.  They  are  all  on  the  same 
level  there. 

There  will  be  an  associate  administrator  there.  There  will  be  a 
staff  there.  There  will  be  approximately  3600  employees  that  are 
going  to  make  this  shift  to  the  new  Farm  Service  Agency. 

It  is  not  an  unfriendly  takeover.  What  the  Secretary  is  doing  is 
creating  a  new  Farm  Service  Agency  that  includes  Farmers  Home 
credit  programs,  that  includes  the  ASCS  programs,  and  that  in- 
cludes Federal  Crop  Insurance  programs. 

Reorganization  is  going  to  be  targeted  at  insuring  that  farmers 
and  ranchers  have  every  opportunity  to  succeed,  so  we  are  putting 
all  the  tools  in  one  place,  and  we're  going  to  provide  better  access 
through  technology,  through  cross-training. 

Currently  we  have  around  1700  offices  in  Farmers  Home  Admin- 
istration. We're  not  sure  how  many  there  will  be  afterwards,  but 
we  know  at  the  farm  service  agency,  the  Secretary  is  talking  at 
around  2500,  so  we're  going  to  increase  the  accessibility  of  farmers 
and  ranchers  to  get  in  the  door,  to  be  able  to  use  these  programs. 

I  have  no  doubt  that  those  folks  that  make  the  trip  to  the  new 
Farm  Service  Agency  are  going  to  be  embraced  by  the  Under  Sec- 
retary. They  are  all  still  part  of  Team  USD  A,  and  believe  me,  Sec- 
retary Espy's  commitment  to  limited  resource  farmers,  beginning 
farmers,  is  just  as  strong  as  anybody's  that  we've  ever  seen. 

SERVICE  TO  FARMERS  AFTER  REORGANIZATION 

Ms.  Kaptur.  When  they  walk  through  that  door,  who  else  will 
be  in  the  room? 

Mr.  Dunn.  What? 

Ms.  Kaptur.  I  don't  mean  USDA  people,  I  mean  who  else  is 
going  to  be  there  waiting  in  line  with  them?  Which  other  agricul- 
tural interests? 

Mr.  Dunn.  Probably  the  same  people  that  they're  seeing  now  be- 
cause we  have  co-location  in  a  number  of  our  offices  already.  Al- 
though we  are  calling  it  a  new  Farm  Service  Agency,  the  co-loca- 
tions of  offices  is  not  really  a  new  thought  process. 

I  think  in  excess  of  70  percent  of  the  offices  are  co-located  al- 
ready. 
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Mr.  Nash.  Congress  woman,  I  think — let  me  just  more  specifi- 
cally, if  you  walk  into  a  one-stop  shopping  center  in  St.  Francis 
County  that  has  three  or  four  different  agencies  in  it,  and  if  you 
are  interested  in  a  $300,000  farm  operating  loan,  you  are  going  to 
be  sent  from  that  receptionist  to  a  farm  lending  person  who  prob- 
ably worked  for  the  old  Farmers  Home  Administration  farm  lend- 
ing program. 

You  are  not  going  to  talk  to  someone  who  is  working  on  commod- 
ity programs. 

Ms.  Kaptur.  Will  they  talk  to  someone  who  is  handling  export 
promotion  programs. 

Mr.  Nash.  No,  ma'am. 

Ms.  Kaptur.  Well,  we  will  be  watching  this  very  closely,  and  I 
appreciate  your  frankness  on  this. 

Mr.  SKEEN.  The  gentleman  from  Arkansas,  Mr.  Thornton.  I 
thank  the  gentlelady. 

Mr.  Thornton.  Thank  you  very  much.  It  is  a  pleasure  to  see  you, 
Mr.  Under  Secretary. 

Mr.  Nash.  Yes. 

Mr.  Thornton.  I  was  tied  up  yesterday  when  you  presented  your 
direct  testimony,  and  I  am  glad  to  be  here  and  to  congratulate  you 
on  the  continuing  good  work  that  you  do  with  this  important  area 
that  you  cover. 

Mr.  NASH.  Thank  you. 

FUNDING  FOR  RURAL  DEVELOPMENT 

Mr.  Thornton.  With  regard  to  that,  while  I  know  my  questions 
will  be  directed  primarily  to  the  loan  issue,  I  do  want  to  specifically 
congratulate  you  for  the  recognition  that  rural  America  can  be  a 
great  resource  for  people  to  live  a  high  quality  of  life,  if  we  will 
make  it  so  by  providing  additional  assistance,  for  infrastructure,  for 
community  development,  for  providing  people  with  opportunities  to 
live  in  areas  where  the  pressures  of  society  don't  diminish  our  hu- 
manity, and  I  congratulate  you  on  that. 

I  noted  in  Mr.  Peer's  testimony  which  I  have  already  read,  that 
you  are  proposing  increases  of  $143  million  for  water  and  waste 
disposal,  $25  million  for  rural  water  grants,  for  increased  funds  for 
fire,  for  rural  technology  and  for  cooperative  development  grants, 
and  many  other  projects. 

Do  you  have  any  comment  generally  on  that  emphasis? 

Mr.  Nash.  Congressman  Thornton,  yes,  I  do,  thank  you  very 
much.  It  is  a  pleasure  to  be  before  you  today,  and  I  have  enjoyed 
our  relationship  over  the  years. 

Rural  America  is  important  to  America  as  a  whole,  and  I  think 
for  too  many  years  we  have  thought  that  because  not  many  people 
live  there,  and  there's  not  much  attention  placed  there,  and  we 
don't  write  about  it  that  much,  and  the  television  stations  don't  go 
there  that  much,  that  they  are  not  important. 

I  am  convinced  that  this  nation  as  a  whole  will  be  severely  ham- 
pered in  competing  in  the  global  economy  if  a  large  percentage  of 
the  25  percent  or  so  of  people  who  live  in  rural  America  don't  re- 
ceive the  help  that  we're  trying  to  provide  to  them,  working  with 
the  private  sector  and  State  and  local  government. 
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If  we  don't,  these  individuals,  many  of  them  will  wind  up  in  our 
suburban  and  urban  areas  with  no  housing,  no  job  skills,  and 
compound  the  problems  there. 

I  think  it  is  better  to  try  to  provide  assistance  to  people  where 
they  live.  You've  got  people  with  strong  work  ethics  out  there  who 
have  land  and  natural  resources  that  can  be  put  to  productive  use, 
and  that's  what  we  ought  to  do. 

Mr.  Thornton.  Well,  you  are  saying  that  an  expenditure  of 
funds,  and  even  some  programs  that  may  have  a  high  percentage, 
relatively,  15  percent  failure  on  rent,  still  may  be  saving  us  money 
in  the  long  run  in  terms  of  not  having  to  provide  housing  in  a  met- 
ropolitan area  that  doesn't  exist,  where  the  housing  doesn't  exist. 

Mr.  Nash.  Yes,  sir. 

FUNDING  FOR  SECTION  515  PROGRAM 

Mr.  Thornton.  I  am  concerned  specifically  about  the  concerns 
expressed  by  Chairman  Durbin  about  the  515  program.  It  concerns 
me  because  this  is  a  program  that  has  worked.  It  has  good  results. 

The  voucher  system  is  a  grand  idea,  but  we  don't  know  how  well 
it's  going  to  work,  and  I  wonder  if  you  can  tell  me  whether  this 
idea  of  the  cut  in  515  was  your  proposal,  or  whether  it  got  lost 
somewhere  in  the  course  that  it  had  to  run  before  it  got  to  us? 

Mr.  Nash.  Well,  Congressman,  let  me  say  this.  I  am  a  strong 
proponent  of  the  515  program,  and  it  provides  safe  and  sanitary 
housing  for  those  people  who  can't  afford  home  ownership. 

If  budget  constraints  and  budget  caps  were  different,  then  I  prob- 
ably would  be  the  first  one  to  say  that  we  should  do  something  dif- 
ferent than  maybe  what  we  have,  but  I  understand.  I  think  like 
you  and  other  members  of  the  committee  that  these  are  tough 
times  and  we  have  to  do  more  with  less,  and  there  are  programs 
that  we  might  like,  under  different  circumstances,  to  have  more 
money.  We  simply  can't  now. 

We're  going  to  do  the  best  we  can  with  the  money  that's  being 
proposed,  and  that's  really  where  we  are,  Congressman,  at  this 
point. 

Mr.  Thornton.  I  appreciate  that,  Mr.  Under  Secretary. 

Mr.  Nash.  Thank  you. 

SINGLE  FAMILY  HOUSING  DELINQUENCIES 

Mr.  Thornton.  With  regard  to  the  splendid  line  of  questioning 
that  my  colleague,  Mrs.  Kaptur,  was  moving  forward  on,  did  I  hear 
you  describe  the  14  percent  in  number  of  delinquencies  as  rep- 
resenting two  percent  of  the  money?  Is  that  correct?  Did  I  hear 
that  correctly? 

Mr.  Dunn.  That's  correct,  sir. 

Mr.  Thornton.  Well  now,  why  would  that  be?  Is  it  because  some 
of  the  delinquencies  are  people  who  are  just  running  late  and  have 
not  given  up,  but  continue  to  pay  but  on  a  slower  schedule?  Why 
would  you  have  that  difference  between  a  15  percent  and  a  two 
percent? 

Mr.  Dunn.  It  may  have  been  that  those  were  lower  cost  housing 
units  to  begin  with,  Congressman,  because  this  is  interest  subsidy. 
It  is  what  people  can  afford  out  there,  so  that  may  have  been  an 
impact  on  it. 
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Mr.  Thornton.  I  would  appreciate  that  because  if,  indeed,  the 
reason  is  that  people  who  have  very  limited  income  have  a  tend- 
ency to  miss  a  payment,  but  do  as  Ms.  Kaptur  said,  have  the  prin- 
ciples about  them  that  they  come  back  and  try  to  pay  late,  I  would 
like  to  know  if  these  are  delinquencies  that  have  become  hopeless, 
or  whether  these  are  just  late  people  who  are  very  limited  as  to  in- 
come, and  who  are  doing  the  best  they  can  to  repay  their  loans. 

Mr.  Dunn.  Congressman,  similarly  to  the  farm  programs,  we  are 
pushing  a  new  direction  in  the  agency  of  providing  supervised  cred- 
it to  help  the  homeowner  as  well,  and  we  do  have  a  number  of  tools 
out  there  to  assist  them  if  there  are  jobs  lost,  if  there  are  natural 
phenomena,  disasters  in  the  areas. 

Quite  frankly,  it  was  a  matter  of  trust  with  these  borrowers  in 
the  past  whether  or  not  they  would  come  in  and  work  with  our 
County  Supervisors,  and  we  work  very  hard  to  bridge  that  trust 
with  them  and  that's  the  new  direction  we're  taking. 

Hopefully  we  can  lower  those  first-time  delinquencies. 

Mr.  Thornton.  I  thank  the  gentleman  for  his  response,  and 
thank  you  again,  for  the  fine  work  you  are  doing,  Mr.  Under  Sec- 
retary. 

Mr.  Nash.  Thank  you. 

Mr.  Skeen.  I  thank  the  gentleman.  Mr.  Pastor. 

reductions  in  housing  funding  request 

Mr.  PASTOR.  Thank  you.  It's  been  my  experience  that  in  rural 
areas,  you  have  extreme  poverty,  substandard  housing,  lack  of 
housing,  and  I  know  that  a  number  of  my  colleagues  have  asked 
you  questions  on  the  502  and  the  515.  I  have  to  tell  you  that  the 
movement  of  the  mortgage  payments  from  20  to  30  percent,  is 
something  that  I  basically  can't  agree  with. 

And,  so,  hopefully  as  we  go  through  this  budget  process,  we  will 
be  able  to  find  other  ways  to  meet  our  budget  caps. 

I  join  with  my  colleagues  in  opposing  a  reduction  to  the  515  pro- 
gram. I,  at  a  minimum,  want  to  let  you  know  where  I  stand  on  this 
issue. 

I  also  want  to  say  I  appreciate  the  self-help  housing  program. 

Mr.  Nash.  Congressman,  the  self-help  housing  program  is  a  very 
good  program,  as  you  know.  The  individuals  who  actually  will  live 
in  the  house  provide  the  sweat  equity  and  there  is  a  sense  of  com- 
mitment there  to  it,  and  groups  around  the  country  use  it  very 
well,  but  very  frankly,  other  than  the  budget  constraints,  there  was 
nothing  special  against  that  program. 

It  is  a  very  good  program.  It  works  well,  like  some  of  the  others 
that  have  been  cut,  and  we  will  take  the  dollars  that  we  have  and 
make  them  go  as  far  possible,  but  there  is  nothing  wrong  with  the 
program. 

>      OUTREACH  GRANTS 

Mr.  Pastor.  Last  year  through  your  outreach  and  technical  as- 
sistance grants  for  socially  disadvantaged  farmers,  this  committee 
recommended  that  the  Navajo  Community  College  and  the  Crown 
Point  Institute  of  Technology  receive  funds. 
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This  year  you  are  increasing  that  line  item  by  $2  million  yet,  I 
am  told  that  neither  of  the  Navajo  institutions  has  received  funds 
through  the  outreach  grants.  I  wondered  why  they  weren't  funded. 

Mr.  Nash.  What  reasons  the  programs  were  not  funded  the  first 
time? 

Mr.  Pastor.  In  1994. 

Mr.  Nash.  In  1994. 

Mr.  Pastor.  In  1994. 

Mr.  Nash.  When  there  was  $1  million  in  the  program. 

Mr.  Pastor.  Well,  I  don't  know  how  much  money  was  in  the  pro- 
gram, but  this  committee  suggested  to  you  through  report  lan- 
guage, that  these  were  two  community  colleges  that  could  provide 
technical  assistance  and  reach  out  to  the  Navajo  Nation.  Still,  even 
though  we  recommended  these  institutions  for  the  outreach  grants, 
we  have  not  seen  that  suggestion  materialize. 

Mr.  Dunn.  Which  colleges  were  those,  Congressman? 

Mr.  Pastor.  Navajo  Community  college. 

Mr.  Dunn.  Okay. 

Mr.  Pastor.  And  Crown  Point  Institute  of  Technology  in  New 
Mexico. 

Mr.  Dunn.  We  did  do  the  Crown  Point  Institute  of  Technology  in 
Crown  Point.  We  are  entering  now  in  a  memorandum  of  under- 
standing with  the  Navajo  Nation.  We  have  had  two  meetings  with 
them,  and  their  council  is  now  in  the  process  of  reviewing  that 
memorandum  of  understanding,  and  in  fact,  what  we  are  planning 
to  do  is  take  a  multi-discipline  team  out  to  the  reservation  to  work 
with  the  nation,  to  look  at  all  of  rural  development. 

We  will  probably  do  some  reconsideration. 

SERVICE  TO  NAVAJO  NATION 

Mr.  Pastor.  I  know  that  the  Navajo  Nation  has  been  working 
with  RDA  in  trying  to  develop  this  concept.  I  think  they  are  propos- 
ing to  do  a  demonstration  project,  where  they  would  employ  a  team 
approach,  using  soil  conservation  engineers,  economic  development 
planners,  and  other  people  who  can  contribute  to  a  comprehensive 
effort,  instead  of  using  a  fragmented  or  piecemeal  approach. 

So  I  commend  you  on  it.  I  think  it's  something  that  needs  to  be 
done.  As  you  know,  in  the  Navajo  Nation,  which  is  very  rural,  we 
need  all  the  help  you  can  give  us.  If  you  could  go  forward  with  this 
idea  that  the  nation  proposes  to  you,  and  I  think — I  have  been  told 
anyway,  one  that  the  state  supports,  I  think  you  would  be  support- 
ing a  highly  positive  initiative. 

So  I  look  forward  to  hearing  from  you  that  we  have  done  this, 
and  it  will  benefit  the  Navajo  Nation  and  its  people,  and  maybe  we 
can  do  it  in  other  places. 

The  other  question  that  I  have,  and  again,  it  deals  with  the  Nav- 
ajo Nation,  is  that  we  have  a  problem  because  of  the  lack  of  land- 
fills there.  And,  if  you  have  been  in  the  nation,  you  will  note  that 
it  is  one  of  the  most  beautiful  pieces  of  earth  that  God  has  created 
for  us.  Yet,  it  lacks  a  facility  to  dispose  of  its  trash.  At  this  point, 
I  think  you've  provided  some  technical  assistance  through  one  of 
your  programs  to  help  with  the  planning  or  design  of  a  landfill. 

But  like  anywhere  else,  finding  the  funds  for  the  actual  construc- 
tion of  landfills  is  very  difficult.  One  of  the  ideas  that,  at  least,  I 
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would  ask  you  to  comment  on  is  if  you  foresee,  proper  authoriza- 
tion, that  you  would  be  able  to  assist  poor  rural  areas  such  as  the 
Navajo  Nation  develop  landfills  to  help  protect  the  environment? 

Mr.  Nash.  Congressman,  two  points.  One  is  I  have  had  the  op- 
portunity to  visit  the  Navajo  Nation,  particularly  in  Window  Rock 
and  Farmington.  I  did  some  work  training  mid-level  Navajo  man- 
agers back  in  the  mid-'70s  and  thoroughly  enjoyed  that  experience, 
more  than  I  think  I  probably  delivered. 

But  secondly,  Aida  Deer,  who  is  Assistant  Secretary  for  Indian 
Affairs  at  Interior,  and  I  have  been  named  by  the  Vice  President 
and  the  enterprise  board  which  the  Vice  President  chairs,  as  co- 
chairs  of  an  Indian  economic  development  task  force  charged  with 
coming  up  with  strategies  and  recommendations,  to  make  to  var- 
ious other  federal  departments  on  how  we  can  do  a  better  job  of 
economic  and  community  development  on  Indian  lands. 

And  I  would  like  to  say  that  we  will  make  sure  that  you  are  kept 
up  with  that  activity,  and  I  would  think  that  the  development  of 
landfills  and  other  community  facilities  ought  to  be  looked  at  as  a 
part  of  that  effort. 

COSTS  AND  BENEFITS  ASSESSMENT 

Mr.  Pastor.  What  process  does  the  Agency  utilize  to  safeguard 
that  all  options  and  sources  for  supplying  potable  water  to  rural 
residents  are  considered  and  assessed  for  costs  and  benefits  prior 
to  any  funding  decisions? 

Mr.  Peer.  Preliminary  engineering  reports  are  required.  These 
describe  current  conditions,  analyze  all  reasonable  alternatives, 
and  prepare  a  specific  course  of  action.  Projects  must  be  modest  in 
design,  size,  and  cost.  Cost  estimates  and  annual  operating  budgets 
are  reviewed.  All  of  this  is  completed  prior  to  loan  approval. 

PROHIBIT  CONFLICTS 

Mr.  Pastor.  The  Agency's  rules  now  prohibit  conflicts  between 
the  engineering  firm  and  the  construction  contractor  retained  by 
local  water  supply  sponsors.  Is  there  a  potential  similar  conflict  of 
interest  between  the  firm  doing  the  preliminary  feasibility  study 
and  the  engineering  designs  and  construction  supervision  firm,  and 
if  so  should  this  potential  conflict  be  eliminated  as  well? 

Mr.  Peer.  No,  because  the  feasibility  study  is  a  separate,  inde- 
pendent phase  of  the  project  development.  The  engineering  firm  is 
hired  and  directed  by  the  applicant.  The  applicant  considers  the  en- 
gineer's recommendations  in  deciding  the  area  in  which  they  can 
feasibly  provide  service.  This  study  is  reviewed  and  agreed  to  by 
RDA  prior  to  its  recommendations  being  implemented.  Although 
the  engineering  firm  completes  the  preliminary  feasibility  study 
and  engineering  design  and  is  normally  the  one  responsible  for  con- 
struction inspection,  we  do  not  believe  a  conflict  of  interest  exist- 
All  feasibility  and  design  information  is  reviewed  and  agreed  to  by 
RDA  prior  to  the  beginning  of  construction.  The  project  is  competi- 
tively bid  and  a  contractor  selected.  There  would  be  an  inspector 
to  oversee  the  project  during  construction.  This  inspector  is  nor- 
mally hired  by  the  engineer  but  can  be  hired  directly  by  the  appli- 
cant. The  most  common  consulting  engineering  contract  with  the 
owners  make  the  consulting  engineer  responsible  for  inspections. 
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The  inspector  assures  that  the  project  is  constructed  and  will  func- 
tion in  accordance  with  approved  plans  and  specifications. 

STATE  WATER  RESOURCE  AGENCIES 

Mr.  Pastor.  How  does  the  Agency  assure  that  its  sampling  data 
is  representative  of  the  water  resource  available  in  the  community 
and  that  all  available  local  resources  and  water  experts  have  been 
consulted  for  its  inputs  into  the  planning  process? 

Mr.  Peer.  RDA  relies  on  State  water  resource  agencies  to  review 
the  quantity  and  quality  of  available  water  resources.  Also,  borrow- 
ers utilize  qualified  consultants  to  advise  on  the  selection  of  water 
resources. 

Mr.  Pastor.  I  appreciate  your  responses.  Thank  you,  Mr.  Chair- 
man. 

Mr.  Nash.  Thank  you. 

EMPLOYEE  REDUCTIONS  AND  CONTRACT  SERVICES 

Mr.  Durbin.  Thank  you  very  much.  Let  me  ask  some  follow-up 
questions.  Both  RDA  and  Farmers  Home  Administration  are  un- 
doubtedly part  of  the  effort  to  reduce  the  number  of  federal  employ- 
ees which  the  Administration  has  undertaken. 

Can  you  give  me  an  idea  of  the  current  level  of  FTEs  and  what 
your  goals  are  over  the  next  five  years? 

Mr.  Dunn.  Just  one  second. 

[Pause.] 

Mr.  Durbin.  I  am  then  going  to  ask  about  contract  employees. 
Steve  Dewhurst  knows  this  is  coming,  so  he  may  have  forewarned 
you. 

Mr.  Dunn.  Mr.  Chairman,  we  will  show  under  this  budget  ap- 
proximate loss  of  150  FTEs. 

Mr.  Durbin.  What  is  your  current  level? 

Mr.  Dunn.  In  1994  we  are  currently  at  12,369  and  we  will  go 
down  to  12,219  in  FY  1995  including  the  Agricultural  Cooperative 
Service. 

Mr.  Durbin.  So  about  150  FTEs,  and  then  what  do  you  project 
over  the  next  several  years? 

Mr.  Dunn.  We  will  go  from  12,219  in  1995,  to  12,087  in  '96, 
12,007  in  '97  and  11,829  in  1998,  including  ACS. 

Mr.  Durbin.  Okay.  Can  you  tell  me  about  current  levels  of  con- 
tract employees  at  the  Farmers  Home  Administration? 

Mr.  Dunn.  I  can  give  you  some  information  on  contract  levels.  I 
would  like  to  say,  before  we  get  into  that,  that  there  is  what  we 
describe  as  consulting  services,  and  it  is  very  cloudy  what  that  defi- 
nition is. 

What  we  are  showing  right  now,  consulting  services  reported  in 
the  budget  for  1994,  of  $7,423,000  and  for  fiscal  year  1995— 
$5,047,000. 

Mr.  Durbin.  Pardon  me? 

Mr.  Dunn.  That's  a  dollar  figure,  sorry. 

Mr.  Durbin.  Do  you  have  numbers,  since  we  are  dealing 
with 

Mr.  Dunn.  We  would  have  to  divide  the  consulting  services 
amount  that  by  our  average  staff-year  cost  of  $41,667. 

[Pause.] 
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Mr.  Dunn.  Again,  Mr.  Chairman,  I  don't  want  to  mislead  you  on 
this.  What  I  can  give  you  is  divide  that  number  by  the  approximate 
staff-year  cost  to  give  you  the  FTE  equivalent. 

Mr.  Durbin.  Why  don't  you  do  that? 

Mr.  Dunn.  But  that's  not  necessarily  how  it  would  translate. 

Mr.  Durbin.  I  understand,  but  I  just  want  a  ball  park  figure. 

Mr.  Dunn.  That  would  be  about  178  staff-years. 

Mr.  Durbin.  178. 

Mr.  Dunn.  Yes,  sir. 

Mr.  Durbin.  Okay,  and  do  you  project  reducing  that  number  over 
the  same  period  of  time? 

Mr.  Dunn.  I  have  the  1995  estimate  on  the  budget,  and  it  would 
be  $5,047,000. 

Mr.  Durbin.  Okay,  which  we  could  extrapolate. 

Mr.  Dunn.  Right.  That  would  result  in  about  121  staff-years. 

Mr.  Durbin.  So  121  from 

Mr.  Dunn.  From  178. 

Mr.  Durbin.  Okay,  all  right.  First  let  me  tell  you  my  favorite  car- 
toon since  you  are  using  a  calculator  there.  It  showed  a  father  sit- 
ting next  to  his  son,  and  he  says  to  his  son,  if  you  have  three  cal- 
culators and  I  take  two  away,  how  many  do  you  have?  [Laughter.] 

Mr.  Durbin.  The  point  I  make  with  the  contract  employees  that 
we  are  very  intent  on  FTEs,  and  we  should  be  if  we're  going  to 
meet  the  Administration's  goal,  but  I  think  it's  unfair  to  just  limit 
reduction  in  force  to  FTEs,  and  not  take  into  account  contract  em- 
ployees. 

There  is  always  going  to  be  the  temptation  to  eliminate  an  FTE, 
and  create  a  contract  job,  which  doesn't  do  the  taxpayers  any  favor 
at  all,  and  in  fact,  may  disadvantage  some  very  hard-working  and 
productive  people  who  are  regular  Federal  employees. 

That's  the  point  we're  trying  to  make  to  each  agency  here.  I  hope 
I  can  ultimately  prevail  on  the  Administration  to  view  this  chal- 
lenge from  that  perspective  in  terms  of  overall  reduction  in  cost, 
rather  than  just  really  narrowing  our  focus  on  FTEs. 

RDA,  what  is  your  current  level  of  FTEs? 

Mr.  Peer.  Mr.  Chairman,  we  have  130  FTEs  in  the  national  of- 
fice. Now,  RDA's  employees  are  part  of  FmHA  FTEs.  On  the  detail 
side  with  the  field  staff,  we  have  670  detailed  positions. 

And  as  I  understand  we  propose  to  take  a  ten  percent  cut  which 
would  be  reduced  by  about  13  employees  at  the  national  level. 

Mr.  Dewhurst.  Mr.  Chairman,  I'm  sorry.  I  think  it  is  important 
to  understand  that  the  figures  Mr.  Dunn  gave  you,  they  were  for 
the  combination  of  Farmers  Home  Administration  and  RDA. 

Mr.  Durbin.  Oh,  I  see.  Okay.  All  right. 

Mr.  Dunn.  They  are  together. 

Mr.  Durbin.  Good,  that  clarifies  it.  Then  I  think  Mr.  Dunn's  fig- 
ures will  be  adequate  for  our  discussion  here  today. 

ABUSE  OF  MULTIFAMILY  HOUSING  FUNDS 

There  is  a  story  that  was  making  the  rounds  recently,  an  AP 
story  about  the  investigation  of  funds  diverted  from  rural  housing 
developments.  There  was  a  statement  made  by  Mary  Dickson, 
spokesman  for  the  Department,  that  they  found  cases  where  bor- 
rowers participating  in  the  rural  and  multi-family  housing  pro- 
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grams  were  abusing  funds  designed  for  rehab  and  maintenance. 
Can  you  tell  us  a  little  bit  about  that  and  whether  you  will  proceed 
with  criminal  action. 

Mr.  Nash.  Let  me  start  off,  Mr.  Chairman,  if  I  might.  This  is  the 
reference  to  the  515  multi-family  housing  program. 

Mr.  DURBIN.  Yes,  that's  right. 

Mr.  Nash.  And  in  a  few  instances,  we  think  that  the  developers 
of  the  projects  may  have  used  reserve  funds  that  are  dedicated  to 
be  used  to  maintain,  for  maintenance  and  upkeep  of  the  project. 

There  are  a  couple  of  States  that  we  have  visited,  and  as  I  men- 
tioned earlier,  the  Administrator  and  I  and  the  General  Counsel, 
and  the  OIG  visited  some  of  these  projects,  interviewed  residents, 
looked  at  records,  and  we  are  convinced  that  in  some  cases,  we  may 
have  had  funds  used  that  were  designated  to  be  used  for  the 
project,  not  used  for  that — we  don't  know  what  they  were  used  for. 

We  are  in  the  process  of  doing  a  nationwide  survey  of  all  of  our 
housing  projects,  not  only  for  the  health  and  safety,  but  particu- 
larly for  the  monitoring  of  the  reserve  accounts. 

Mr.  Durbin.  And  I  assume  that  this  is  going  to  be  turned  over 
either  to  the  Department  of  Justice  or  some  other  agency  for  crimi- 
nal investigation. 

Mr.  Nash.  Absolutely.  We  have — again,  the  IG  for  USDA  was 
physically  with  us,  and  where,  in  fact,  we  find  that  there  were  any 
criminal  actions  taken,  we  will  turn  that  over  to  the  Department 
of  Justice. 

But  we  also  have  a  team  that  we  have  put  together  that  the  Ad- 
ministrator is  overseeing  to  look  at  all  of  these  projects,  to  make 
sure  we  know  exactly  what's  happening  with  them. 

MARKET  STUDIES  FOR  MULTIFAMILY  HOUSING 

Mr.  Durbin.  It  is  my  understanding  that  the  quality  of  the  mar- 
ket study  is  being  submitted  by  some  developers  applying  for 
multi-family  home  construction  is  causing  concern. 

Market  studies  are  paid  for  by  the  developer-applicant  which  ap- 
pear to  stimulate  the  analysts  hired  by  the  developer  to  find  the 
need  for  rental  units  construction  in  the  given  area. 

Can  you  tell  me  whether  this  is  a  serious  problem  from  your 
point  of  view? 

Mr.  Dunn.  Mr.  Chairman,  we  are  aware  of  those  concerns,  and 
we  have  entered  into  a  memo  of  understanding  with  HUD  to  insure 
that  we  do  not  oversaturate  an  area  because,  as  you  are  indicating, 
we  have  become  somewhat  skeptical  of  some  of  the  marketing  re- 
ports that  we  see,  so  we  are  having  our  own  look  at  what  that  mar- 
ket should  be,  and  checking  with  HUD  as  well  as  our  own  pro- 
grams to  ensure  that  we  don't  have  under-utilized  facilities  there. 

Mr.  Durbin.  When  you  say  you  are  taking  your  own  look,  are 
you  going  to  do  your  own  market  studies  from  this  point  now? 

Mr.  Dunn.  Not  what  you  would  consider  a  market  study,  Mr. 
Chairman,  no. 

Mr.  Durbin.  How  then  will  you  find  some  objective  way  to  deal 
with  this? 

Mr.  Dunn.  What  we  have  done  is  we  sent  out  on  August  20,  a 
final  rule  that  has  revised  regulations  requiring  cooperation  be- 
tween   HUD    and    similar    lenders    in    the    State    to    preclude 
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oversaturation  of  subsidized  housing  adversely  affecting  the  exist- 
ing authorized  projects. 

The  regulation  establishes  the  Agency's  build  and  fill  policy.  This 
policy  precludes  development  of  new  units  in  areas  where  there  are 
vacancies,  the  need  for  tenant  subsidies,  not  additional  housing,  or 
new  complexes  that  are  not  completely  or  fully  occupied. 

So  what  we're  looking  at  is  our  own  designation,  but  in  addition 
to  that,  we  do  have  our  own  point  system  when  we  require  those 
folks  to  come  in,  and  they  have  to  fill  those,  that  criteria  that  we 
ask  for  that  area. 

But  we  are  not,  as  the  Chairman  has  asked,  doing  our  own  mar- 
keting study. 

Also,  to  address  public  concern,  on  February  14,  1994,  the  Agen- 
cy published  a  Final  Rule  to  revise  Agency  regulations  to  redefine 
the  types  of  information  being  included  in  market  studies  and  to 
restrict  certain  other  types  of  data.  Also,  if  a  field  office  has  reason 
to  question  the  market  study  provided  by  the  developer,  it  is  au- 
thorized to  enter  into  a  contract  with  another  market  analyst  to  ex- 
amine the  need  for  new  rental  units.  It  would  be  necessary  for  the 
Agency  to  have  on  its  staff  persons  with  the  expertise,  knowledge, 
and  capability  of  analyzing  markets  to  instill  the  maximum  level 
of  confidence  in  market  studies. 

Mr.  DURBIN.  Is  this  policy  contrary  to  a  more  standard  practice 
where  lenders  obtain  their  own  market  studies? 

Mr.  Dunn.  We  have  been  told  by  a  market  analyst  that  Farmers 
Home  is  the  only  lender  who  does  not  obtain  its  own  market  as- 
sessment prior  to  investing  its  funds.  The  Agency  would  feel  more 
secure  in  determining  feasibility  for  loans  if  it  did  obtain  its  own 
market  analysis. 

Mr.  DURBIN.  Would  it  be  feasible  for  FmHA  to  pay  for  market 
studies  or  establish  an  independent  element  to  do  the  studies  so 
they  are  not  so  linked  to  the  developer? 

Mr.  Dunn.  One  factor  which  needs  to  be  considered  in  determin- 
ing whether  the  Agency  should  obtain  the  studies  is  whether  the 
investment  in  a  study  would  be  warranted  when  the  likelihood  of 
funding  the  project  is  questionable.  This  is  particularly  true  under 
the  present  arrangement  of  allowing  the  developer  to  file  a 
preapplication  in  a  community  of  the  developer's  choosing. 

Mr.  Durbin.  It  is  our  understanding  that  there  are  several  in- 
stances where  the  agency  has  rejected  a  market  study  and  then  the 
developer  appealed  and  won.  How  many  appeals  has  the  agency 
lost  because  the  testimony  of  the  market  analyst  hired  by  the  de- 
veloper was  favored  by  a  judge  over  the  testimony  of  agency  per- 
sonnel? 

Mr.  Dunn.  We  are  unable  to  give  you  exact  numbers.  We  can  tell 
you  that  the  word  of  a  market  analyst  has  influenced  the  hearing 
officer  in  many  cases.  The  hearing  officer  recognizes  the  market  an- 
alyst as  the  "expert"  and  contends  that,  since  Farmers  Home  does 
not  have  any  market  analysts  on  staff,  it  does  not  have  the  exper- 
tise to  challenge  the  "professional."  When  the  Agency  contracts  for 
its  own  study,  it  requires  the  market  analyst  to  participate  in  any 
hearing  resulting  from  an  adverse  decision. 
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DELINQUENT  LOAN  PORTFOLIO 

Mr.  Durbin.  Mr.  Dunn,  when  the  Secretary  was  here  two  weeks 
ago,  we  had  a  lengthy  discussion  about  the  Farmers  Home  Admin- 
istration— FmHA— delinquent  loan  portfolio.  He  assured  us  that 
USDA  was  going  to  pursue  with  vigor  the  debt  owed  to  the  govern- 
ment. Describe  for  us  the  exact  makeup  to  the  task  force  that  is 
assigned  to  look  at  the  problem.  What  will  be  their  mission? 

Mr.  Dunn.  On  February  18,  1994,  the  Secretary  announced  the 
formation  of  the  Loan  Resolution  Task  Force,  a  working  group  spe- 
cifically created  to  insure  that  USDA  continues  taking  aggressive 
actions  to  resolve  loan  delinquencies.  The  Task  Force  will  also  ad- 
dress instances  of  fraud,  abuse,  and  discrimination  in  lending  agen- 
cies, such  as  Farmers  Home  Administration.  It  is  envisioned  that 
formation  of  the  Task  Force  will  lead  to  a  more  comprehensive  ap- 
proach, and  greater  inter-Departmental  cooperation  regarding  de- 
linquency problems.  The  Task  Force  will  be  overseen  by  the  USDA 
Loan  Resolution  Committee,  which  is  comprised  of  the  following  in- 
dividuals and  organizations: 

Internal  Revenue  Service — Bob  Wenzel,  Asst.  Commission/Collec- 
tions; Farm  Credit  Administration — Billy  Ross  Brown,  Chairman; 
Office  of  Management  and  Budget — To  Be  Named;  CPA  Firm  Rep- 
resentative— To  Be  Named;  U.S.  Department  of  Justice — John 
Rogovin,  Deputy  Asst.  Attorney  General;  Jim  Gilliland,  General 
Counsel;  Michael  V.  Dunn,  Administrator,  FmHA;  Tony  Williams, 
Chief  Financial  Officer;  and  Charles  Gillum,  Acting  Inspector  Gen. 
(Ex-Officio). 

Select  members  of  the  Oversight  Committee  met  informally  on 
Wednesday,  February  23,  1994.  Discussions  focused  on  issues  and 
expectations  regarding  the  benefits  to  be  obtained  from  formation 
of  the  Oversight  Committee.  It  was  determined  that  briefing  mate- 
rials regarding  the  statutory,  regulatory  and  financial  issues  fram- 
ing FmHA's  delinquency  problems,  and  the  related  legal  con- 
straints upon  enforcement  of  obligations  to  FmHA,  would  be  pre- 
pared to  assist  the  members  of  the  Oversight  Committee  in  under- 
standing the  problems  encountered  in  resolving  FmHA's  delinquent 
loans.  These  materials  will  include  case  examples  and  related  ma- 
terials that  will  illustrate  problems  that  have  affected  USDA's  ef- 
forts to  date  and  available  remedies  to  resolve  the  delinquency 
problems  within  FmHA's  delinquent  loan  portfolio.  These  materials 
will  be  distributed  to  the  Oversight  Committee  members  prior  to 
the  next  meeting  of  the  group. 

The  intent  in  creating  the  Task  Force  and  Oversight  Committee 
is  to  focus  USDA  and  other  federal  departments'  joint  attention  on 
those  USDA  borrowers  who  are  delinquent  and  who  have  not  been 
successful  in  repaying  or  restructuring  their  obligations.  This  will 
be  accomplished  through  the  transfer  of  responsibility  of  these  ac- 
counts to  the  Task  Force.  The  initial  loan  portfolio  to  be  transferred 
to  the  Task  Force  will  consist  of  between  6,000  and  12,000  delin- 
quent Farmer  Program  loans  and  approximately  75  to  100  Multi- 
Family  Housing  loans,  depending  on  the  current  status  of  servicing 
rights  available  to  the  borrowers.  It  is  anticipated  that  some  of  the 
problem  loans  will  be  transferred  to  the  Task  Force  at  the  point  of 
acceleration.  A  final  decision  regarding  the  structure,  staffing  and 
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budget  of  the  Task  Force  should  be  reached  in  the  near  future, 
based  upon  the  draft  recommendations  outlined  at  the  March  1, 
1994  briefing.  The  ideal  structure  and  staffing  will  permit  more  fo- 
cused and  specialized  attention  of  FmHA  and  various  legal  re- 
sources, Office  of  General  Counsel,  Executive  Office  of  U.S.  Attor- 
neys, and  Department  of  Justice,  upon  those  accounts  that  have 
not  been  resolved  to  date  through  FmHA's  current  servicing  proce- 
dures. 

Mr.  Durbin.  For  the  record,  please  give  us  a  ten-year  table  that 
shows,  by  state,  the  FmHA  delinquent  loan  portfolio.  In  the  table, 
show  how  much  was  written  off;  what  is  currently  delinquent;  and 
the  type  of  loan,  i.e.  ownership,  emergency,  etc. 

Mr.  Dunn.  The  Large  Loan  Servicing  Group  recently  has  been 
engaged  in  a  project  to  obtain  more  complete  data  on  the  delin- 
quent farm  loans  that  have  been  written  off.  Because  of  long-stand- 
ing limitations  of  FmHA  accounting  systems,  this  data  must  be 
compiled  from  various  historic  records.  When  the  project  is  com- 
pleted, FmHA  should  be  able  to  furnish  information  specifically  ad- 
dressing most  elements  of  the  question.  I  am  hopeful  this  informa- 
tion will  be  available  within  a  few  weeks.  Information  from  the 
February  1994  GAO  Report,  Farmers  Home  Administration,  Farm 
Loans  to  Delinquent  Borrowers  will  be  submitted  for  the  record. 

[The  information  follows:] 
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Outstanding  Direct  and  Guaranteed  Loans 
Owed  by  Delinquent  Borrowers 


Table  1.1:  Amount  ar 
September  30, 1993 

id  Percentage  ol  Outstanding  Direct  Loans 

Owed  by  Delinquent 

Borrowers,  by  State,  as  of 

Dollars  in  millions 

Outstanding  principal 

Owed  by  delinquent 
borrowers 

Percentage  owed  by  delinquent 
borrowers 

State 

'Amount 

Number  of 
borrowers 

Amount 

Number  of 
borrowers 

Percentage 
of  debt 

Percentage 
of  borrowers 

Alabama 

$141.7 

2.627 

$24.2 

205 

17.1 

7.8 

Alaska 

0.5 

6 

0.3 

3 

60.0 

50.0 

Arizona 

145.6 

596 

110.8 

288 

76  1 

48.3 

Arkansas 

431.1 

5.191 

184.8 

1.161 

42.9 

22  4 

California 

585.1 

2,210 

371.5 

752 

63.5 

34.0 

Colorado 

148.2 

1.304 

49.3 

258 

33.3 

19.8 

Connecticut 

17.4 

154 

7.0 

44 

40.2 

28.6 

Delaware 

12.3 

133 

2.0 

13 

16.3 

9.8 

Florida 

213.9 

1.593 

135  3 

592 

63.3 

37  2 

Georgia 

357  0 

2.823 

189.1 

665 

530 

31.3 

Hawaii 

40.3 

309 

16.7 

88 

41.4 

28  5 

Idaho 

284.6 

2.496 

111.5 

634 

392 

25  4 

Illinois 

415.6 

5.098 

79.3 

614 

19.1 

12.0 

Indiana 

322  4 

2.795 

103.0 

618 

31.9 

22.1 

Iowa 

602.3 

6.844 

100.9 

804 

16.8 

11.7 

Kansas 

351.0 

4.693 

70.6 

672 

20.1 

14.3 

Kentucky 

342.8 

4.920 

55.5 

426 

16.2 

8.7 

Louisiana 

436.0 

4.116 

308.0 

2.173 

70.6 

52.8 

Maine 

105.1 

933 

33.1 

221 

31.5 

23.7 

Maryland 

44.7 

428 

11.1 

95 

24.8 

22.2 

Massachusetts 

40.2 

348 

7.6 

61 

18.9 

17.5 

Michigan 

333.3 

2.770 

108.1 

644 

324 

23.2 

Minnesota 

491.1 

5.091 

137.6 

981 

26.0 

19.3 

Mississippi 

585.0 

6.027 

374  0 

1.879 

63.9 

31.2 

Missouri 

462.9 

5.532 

1102 

868 

23.8 

15.7 

Montana 

347.5 

2.385 

125.8 

556 

362 

233 

Nebraska 

459.9 

4.802 

113.2 

779 

24  6 

16.2 

Nevada 

26.8 

215 

10  1 

62 

37.7 

28.8 

New  Hampshire 

12  6 

118 

1  3 

12 

10.3 

10.2 

New  Jersey 

61.7 

454 

24  4 

149 

39.5 

32.8 

New  Mexico 

98.2 

936 

41  4 

211 

42.2 

22.5 

New  York 

366  7 

3.383 

152.1 

1.018 

41  5 

30.1 

North  Carolina 

266.2 

3.660 

936 

703 

35  2 

19.2 

(continued) 
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Outstanding  Direct  and  Guaranteed  Loans 
Owed  by  Delinquent  Borrowers 


Dollars  in  millions 


Outstanding  principal 


Owed  by  delinquent 
borrowers 


Percentage  owed  by  delinquent, 
borrowers 


State 

Amount 

Number  of 
borrowers 

Amount 

Number  of 
borrowers 

Percentage 
of  debt 

Percentage 
of  borrowers 

North  Dakota 

593.4 

5.386 

171.0 

1.080 

28.8 

20  1 

Ohio 

254.8 

2.088 

107.1 

637 

42.0 

30  5 

Oklahoma 

560.3 

6.107 

234.8 

1.484 

41.9 

24.3 

Oregon 

165.9 

1.279 

528 

289 

31.8 

22.6 

Pennsylvania 

243.9 

2.122 

36.1 

246 

14.8 

11.6 

Rhode  Island 

5.3 

40 

1.4 

9 

26.4 

22.5 

South  Carolina 

193.8 

1.932 

98.4 

488 

50.8 

25.3 

South  Dakota 

597.7 

6  589 

164.5 

1.042 

27.5 

158 

Tennessee 

322.1 

4.172 

118.2     ' 

'  772 

36.7 

18.5 

Texas 

1.051.9 

9.291 

570.4 

3.432 

54  2 

36.9 

Utah 

93.5 

1.187 

12.6 

106 

13.5 

8.9 

Vermont 

54.6 

520 

7.5 

55 

13.7 

106 

Virginia 

175.3 

1,904 

80.9 

516 

46.1 

27.1 

Washington 

187.3 

1.405 

55.3 

264 

295 

18.8 

West  Virginia 

66  2 

1.104 

17.7 

158 

26.7 

14  3 

Wisconsin 

460.7 

4.610 

120.4 

978 

26.1 

21.2 

Wyoming 

61.9 

528 

12.1 

70 

195 

13.3 

Other1 

:  J7.0 

2.723 

546 

711 

39.9 

26.1 

■Includes  Puerto  Rico.  Ihe  U.S.  Virgin  Islands,  and  the  Western  Pacific  Island  Territories 
Source  GAO's  analysts  ol  FmHA  Finance  Office  records. 
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Debt  Relief  on  Direct  Loans  and  Loss 
Payments  on  Guaranteed  Loans 


Table  II.  1 :  Debt  Relief  Provided  on  Direct  Loans,  by  State, 

Fiscal  Years  1991-93 

Dollars  in  millions 

Restructured  with 
write-down 

Net  recovery  value 
buy-out  with  write-off 

Debt  settled  with 
write-off 

State 

Amount 

Number  of 
borrowers 

Amount 

Number  of 
borrowers 

Amount 

Number  of 
borrowers 

Alabama 

$4.2 

36 

$10.2 

56 

$38.0 

227 

Alaska 

0 

0 

0 

0 

0.1 

1 

Arizona 

1.7 

5 

5.8 

6 

30.4 

78 

Arkansas 

12.2 

101 

35.1 

172 

131.0 

722 

California 

3.1 

9 

5.8 

17 

202  0 

372 

Colorado 

3.6 

31 

4.9 

32 

40.2 

244 

Connecticut 

0.2 

1 

0.6 

1 

2.1 

14 

Delaware 

0 

0 

0.2 

1 

0.6 

8 

Florida 

2.2 

9 

2.8 

10 

73.4 

34? 

Georgia 

10  4 

30 

40  7 

110 

371.2 

1.130 

Hawaii 

0.1 

1 

' 

1 

• 

2 

Idaho 

10.1 

68 

15.9 

82 

67.4 

333 

Illinois 

10.6 

100 

10.8 

93 

71.4 

551 

Indiana 

13.5 

108 

14  1 

77 

119.0 

556 

Iowa 

11.5 

111 

6.9 

57 

110.8 

812 

Kansas 

55 

61 

34 

29 

46.4 

475 

Kentucky 

6.2 

69 

64 

42 

67.0 

480 

Louisiana 

64 

62 

593 

388 

334.3 

1.532 

Maine 

3.2 

27 

£8 

15 

12.5 

81 

Maryland 

0.3 

4 

04 

4 

7.2 

56 

Massachusetts 

■ 

1 

0 

0 

04 

10 

Michigan 

13.0 

95 

20.0 

76 

77.1 

411 

Minnesota 

11.4 

117 

21 .1 

117 

1696 

913 

Mississippi 

156 

80 

63.3 

215 

303.1 

1.019 

Missouri 

23.9 

204 

33.3 

231 

128.6 

810 

Montana 

11  9 

61 

12.8 

54 

53.7 

253 

Nebraska 

45 

39 

45 

34 

89.9 

527 

Nevada 

0.4 

6 

03 

2 

2.8 

20 

New  Hampshire 

0 

0 

02 

1 

• 

2 

New  Jersey 

• 

1 

0.3 

2 

3.0 

35 

New  Mexico 

0.8 

7 

1.6 

10 

15.3 

92 

New  York 

7.0 

41 

5.9 

32 

42.9 

336 

North  Carolina 

40 

30 

6.9 

46 

90.1 

549 

(continued) 
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Debt  Relief  on  Direct  Loans  and  I 
Payment*  on  Guaranteed  Loans 


Dollars  in  millions 


Restructured  with 
write-down 


Net  recovery  value 
buy-out  with  write-off 


Debt  settled  with 
write-off 


State 

Amount 

Number  of 
borrowers 

Amount 

Number  of 
borrowers 

Amount 

Number  of 
borrowers 

North  Dakota 

35.7 

323 

38.9 

236 

116.3 

738 

Ohio 

2.3 

15 

79 

47 

1070 

485 

Oklahoma 

24.0 

173 

33.7 

151 

139.5 

736 

Oregon 

3.3 

22 

2.3 

9 

31.5 

159 

Pennsylvania 

2.2 

19 

Z7 

15 

17.4 

132 

Rhode  Island 

0 

0 

0 

0 

06 

2 

South  Carolina 

6.8 

50 

13.8 

64 

55.9 

289 

South  Dakota 

8.6 

83 

11.8 

60 

1098 

718 

Tennessee 

5.1 

38 

15.6 

82 

181.0 

1,110 

Texas 

36.7 

201 

34.5 

115 

322.5 

1.512 

Utah 

1.1 

10 

0.5 

4 

7.3 

51 

Vermont 

0 

0 

0.3 

2 

0.8 

:1 

Virginia 

2.2 

16 

4.6 

25 

39.5 

5 

Washington 

2.1 

15 

18 

8 

38.9 

6 

West  Virginia 

09 

9 

03 

2 

50 

9 

Wisconsin 

20.3 

191 

29.6 

199 

90.0 

49 

Wyoming 

3.7 

34 

1  3 

9 

11.9 

82 

Other0 

0? 

8 

0.8 

6 

6.2 

145 

•Less  than  $50,000 

"Includes  Puerto  Rico,  the  U.S.  Virgin  Islands,  and  the  Western  Pacific  Island  Temtories. 

Source:  GAO's  analysis  ot  FmHA  Finance  Office  records 
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Mr.  Durbin.  The  Secretary  indicated  that  about  $10  billion  had 
been  written  off.  Describe  for  us  the  procedure  and  circumstance 
under  which  you  write  off  the  debt.  If  a  loan  is  written  off,  does 
the  government  maintain  some  judgment  rights  against  it,  so  that 
if  circumstances  of  the  borrower  change,  the  government  may  again 
pursue  its  claim? 

Mr.  Dunn.  The  Agriculture  Credit  Act  of  1987,  among  other 
things,  established  a  comprehensive  scheme  for  administering  serv- 
icing relief  to  FmHA  borrowers,  as  part  of  Congress'  response  to 
the  agricultural  credit  crisis  during  the  1980's.  Under  the  mandate 
of  the  Act,  a  borrower's  rights  to  servicing  and  related  appeals 
must  be  exhausted  prior  to  acceleration  and  liquidation  of  a  loan 
by  FmHA.  I  will  provide  more  detailed  information  for  the  record. 

[The  information  follows:] 

The  servicing  provisions  of  the  CONACT  represent  an  attempt  to  balance  objec- 
tives of  keeping  farmers  on  the  farm,  where  feasible,  with  protection  of  the  financial 
interests  of  the  government.  Under  the  1987  Act,  FmHA's  ability  to  consider  other 
unpledged  assets  in  determining  servicing  entitlements,  including  net  recovery  buy- 
out, was  quite  limited.  Accordingly,  borrowers  who  submitted  applications  for  servic- 
ing prior  to  November  28,  1990  may  purchase  their  loans  by  paying  FmHA  the  net 
recovery  value  of  FmHA's  collateral.  Other  assets  of  such  an  applicant  for  servicing 
are  not  considered.  By  purchasing  the  loan  through  net  recovery  buy-out,  the  bor- 
rower obtains  a  discharge  of  the  indebtedness. 

As  there  was  some  question  under  the  '87  Act  whether  a  borrower  was  required 
to  show  good  faith  to  qualify  for  a  net  recovery  buy-out,  this  issue  also  required  fur- 
ther clarification  by  Congress.  Although  this  issue  has  now  been  resolved  by  the  '90 
amendments  to  the  CONACT,  which  clarified  that  good  faith  is  a  condition  of  eligi- 
bility for  net  recovery  buy-out  relief  for  applications  submitted  after  November  28, 
1990,  the  amendments  also  included  a  savings  provision  which  has  precluded  any 
reconsideration  of  a  borrower's  good  faith. 

As  many  of  the  million  dollar  loans  made  in  the  farmer  program  area  were  long 
delinquent  when  Regulation  195 1-S  was  published  in  1988,  these  borrowers'  loans 
have,  on  the  whole,  been  serviced  under  the  regulatory  guidelines  that  apply  to 
servicing  applications  filed  prior  to  November  28,  1990.  For  the  reasons  noted,  these 
regulations  place  significant  limits  upon  FmHA's  consideration  of  a  borrower's 
unpledged  assets  during  servicing. 

If  for  some  reason  a  borrower  would  not  obtain  financing  for  a  net  recovery  buy- 
out, FmHA  would  be  entitled  to  seek  a  deficiency  judgment  under  its  loan  docu- 
ments during  foreclosure.  Only  following  servicing  and  during  foreclosure,  however, 
does  this  right  come  into  play  in  respect  to  applications  for  servicing  filed  prior  to 
November  28,  1990. 

The  Loan  Resolution  Task  Force  will  be  assessing  the  implications  of  the  holdings 
in  this  decision  and  possible  strategies  for  realizing  recoveries  within  the  legal 
framework  that  it  defines.  Certain  of  the  problems  may  be  best  addressed  through 
passage  of  the  uniform  federal  non-judicial  foreclosure  bill  that  is  included  in  a  list 
of  proposed  legislative  initiatives. 

In  certain  limited  circumstances,  the  government  does  have  the  right  to  pursue 
claims  against  a  borrower  after  a  loan  has  been  written  off.  The  opportunities  for 
pursuing  these  claims  depend  on  how  the  loan  has  been  written  off  or  charged  off. 
If  there  has  been  a  judgment  involved,  the  agency  is  in  a  different  position  than 
if  there  has  not  been  a  judgment.  There  are  basically  three  situations  in  which  a 
loan  may  be  written  off,  or  cancelled:  as  part  of  the  relief  provided  during  the  1951- 
S  servicing  process,  to  reflect  a  discharge  of  debt  under  the  Bankruptcy  Code,  and 
if  there  are  no  assets  out  of  which  the  agency  can  obtain  a  recovery.  In  addition, 
debt  may  be  settled  through  acceptance  of  a  compromise  or  debt  adjustment  offer, 
which  may  involve  writedown  of  a  portion  of  the  debt. 

If  all  or  part  of  a  loan  is  written  off  during  servicing  and  there  is  a  subsequent 
discrepancy  involving  the  value  of  the  assets  disclosed  by  the  borrower,  or  if  it  turns 
out  that  there  were  assets  that  the  borrower  did  not  disclose,  the  government  may 
have  the  ability  to  pursue  further  recovery  under  the  False  Claims  Act,  if  it  can  be 
shown  that  the  government  was  hurt  by  the  borrower's  false  disclosures  in  connec- 
tion with  cancellation  of  the  debt  or  acceptance  of  a  compromise  or  debt  adjustment 
offer.  However,  this  can  be  difficult  to  prove.  In  the  case  of  debt  discharged  under 
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the  Bankruptcy  Code,  relief  is  rare  because  the  opportunities  to  reopen  a  case  fol- 
lowing entry  of  a  discharge  are  very  limited. 

Finally,  if  FmHA  has  obtained  a  personal  judgment  against  a  borrower  during 
foreclosure  or  a  separate  action,  FmHA  may  charge  off  the  debt,  which  enables 
FmHA  to  take  action  if  the  borrower  should  later  prove  to  have  assets.  As  a  prac- 
tical matter,  the  financial  litigation  guidelines  of  U.S.  attorneys  discourage  com- 
mencement of  civil  action  for  the  purpose  of  obtaining  a  personal  judgment  when 
no  significant  financial  recovery  can  be  projected. 

LOW  INCOME  SECTION  502 

Mr.  Durbin.  Let's  go  back  to  your  proposal  for  section  502  Hous- 
ing. The  budget  proposes  several  significant  changes  to  FmHA  pro- 
grams. You  are  asking  the  Appropriations  Committee  to  change  the 
law  to  provide  that  section  502  direct  loans  and  credit  sales  of  sec- 
tion 502  acquired  property  be  based  on  loan  payments  of  30%  of 
the  adjusted  family  income.  This  would  significantly  change  the 
general  makeup  of  the  borrowers.  Describe  for  us  the  old  borrower 
and  what  he/she  would  look  like  under  the  proposal. 

Mr.  Dunn.  Based  on  a  9  State,  211  borrower  sample  of  case  files 
available  to  our  National  Office,  we  attempted  to  analyze  how  the 
1995  proposal  would  impact  a  currently  typical  successful  applicant 
if  he/she  applies  under  the  30%  payment  standard.  Our  study  indi- 
cated that  the  average  borrower's  payment  would  go  up  $  120,  per 
month.  This  distribution  of  impacts  showed  that  74.4%  of  the  bor- 
rowers would  be  impacted  by  between  $75  and  $250  per  month. 

Curiously,  the  study  indicates  that  some  of  the  lesser  impacts 
would  be  experienced  by  the  lowest  income  borrowers  who  would 
have  already  had  income  percentages  approaching  or  exceeding 
30%  while  already  paying  the  minimum  1%  interest  rate  under  the 
current  program.  Some  borrowers  are  making  payments  of  30%  or 
more  because  they  have  shown  prior  to  joining  the  program,  they 
were  paying  that  much  of  their  income  in  rent.  In  addition,  some 
of  them  are  already  receiving  the  deepest  subsidy  possible  under 
program  provisions — a  1%  interest  rate — without  going  to  a  de- 
ferred mortgage.  For  this  reason,  the  increase  in  the  required  pay- 
ment from  20%  to  30%  of  adjusted  income — a  50%  increase — would 
result  in  these  borrowers  experiencing  an  increase  in  their  pay- 
ment of  far  less  than  50%.  On  the  other  end  of  the  spectrum,  lesser 
impacts  would  be  experienced  by  higher  income  borrowers  who 
would  make  payments  based  on  the  30%  standard,  but  would  be 
limited  in  their  increase  by  the  note  rate  on  the  loan. 

UNSUBSIDIZED  502  LOANS 

Mr.  Durbin.  Do  you  plan  to  use  any  fiscal  year  1995  funds'  of  the 
direct  lending  502  program  for  unsubsidized  loans?  Could  you  tell 
us  how  many  applications  were  on  hand  at  the  end  of  fiscal  year 
1993,  and  how  many  loans  were  made  during  fiscal  year  1993? 

Mr.  Dunn.  The  Agency  does  not  track  separately  unsubsidized 
loan  applications.  The  determinations  of  subsidy  status  are  only 
made  after  all  of  the  loan  and  borrower  particulars  have  been  as- 
sembled and  verified  and  loans  are  ready  for  obligation.  Under  the 
20%  payment  standard,  in  1993  the  Agency  made  2,382 
unsubsidized  loans  for  about  $42.7  million.  Under  the  30%  pay- 
ment standard  the  Agency  would  expect  to  make  a  somewhat 
greater  number. 
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ORIGINATION  FEE 


Mr.  Durbin.  You  also  propose  to  establish  a  1%  origination  fee 
in  conjunction  with  the  section  502  guaranteed  loan  program.  Has 
this  proposal  been  discussed  with  the  authorizing  committees  of 
Congress? 

Mr.  Dunn.  To  my  knowledge,  the  proposal  has  not  yet  been  dis- 
cussed with  the  members  of  the  authorizing  committees. 

Mr.  Durbin.  How  much  do  you  anticipate  collecting  in  fiscal  year 
1995  from  such  a  fee? 

Mr.  Dunn.  We  have  proposed  a  budget  of  $1.3  billion  for  guaran- 
teed housing  loans.  We  anticipate  collecting  $13  million  from  the 
origination  fee  in  addition  to  the  $11.7  million  from  the  current 
loan  guarantee  fee. 

SUBSIDY  RATES 

Mr.  Durbin.  For  the  record,  would  you  please  provide  a  table 
which  lists  the  subsidy  rates  for  fiscal  years  1993,  1994,  and  1995 
for  each  of  your  loan  programs. 

Mr.  Dunn.  I  would  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 
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SUMMARY  OF  SUBSIDY  RATES  BY  APPROPRIATION  CATEGORY 


Agricultural  Credit  Insurance  Fund 
Farm  Ownership  Loans: 

Direct  regular 

Direct  limited  resource 

Guaranteed  unsubsidized 

Guaranteed  subsidized 

Farm  Operating  Loans: 

Direct  regular  1  year 

Direct  regular  7  year 

Direct  limited  resource  1  year 

Direct  limited  resource  7  year 

Guaranteed  unsubsidized  1  year 

Guaranteed  unsubsidized  7  year 

Guaranteed  subsidized  1  year 

Guaranteed  subsidized  7  year 

Emergency  Disaster  Loans 

Indian  Land  Acquisition  Loans 

Soil  and  Water  Loans: 

Direct 

Guaranteed  unsubsidized 

Credit  Sales  of  Acquired  Property 

Rural  Housing  Insurance  Fund 
Section  502  -  Housing  Loans 

Direct 19.73% 

Guaranteed  unsubsidized 1.66% 

Section  515  -  Rental  housing  loans 53.65% 

Section  504  -  Very  low  income  housing  repairs 36.71% 

Section  514  -  Farm  labor  housing 53.02% 

Section  524  -  RH  site  development -4.12% 

Credit  Sales  of  Acquired  Property 12.02% 

Self- Help  Housing  Land  Development  Fund 

Direct 3.80% 

Ag.  Resource  Conservation  Demonstration  Program 

Guaranteed 55.03% 


1993 

1994 

1995 

Actual 

2nd 

President's 

Reestimate 

Quarter 

Budget 

1.25% 

7.37% 

5.63% 

12.88% 

18.61% 

17.03% 

3.98% 

3.83% 

3.86% 

© 

28.98% 

7.43% 

8.39% 

8.69% 

14.91% 

17.41% 

17.03% 

8.43% 

8.59% 

9.11% 

25.84% 

18.13% 

18.45% 

0.35% 

0.23% 

0.21% 

1.12% 

0.92% 

0.91% 

8.43% 

7.60% 

8.38% 

15.59% 

15.00% 

15.77% 

27.69% 

24.46% 

26.29% 

20.84% 

14.40% 

12.31% 

4.14% 

14.33% 

13.11% 

2.07% 

2.16% 

2.21% 

17.28% 

14.83% 

13.24% 

19.59% 

9.20% 

1.68% 

1 .72% 

54.57% 

52.50% 

35.62% 

33.40% 

48.53% 

49.71% 

-3.00% 

-1.74% 

16.11% 

8.24% 

3.54% 


55.70% 


2.99% 


56.10% 


©  Program  was  not  funded  in  the  1994  Appropriation  Act. 
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OBJECT  CLASS 

Mr.  Durbin.  We  are  all  aware  of  the  Secretary's  proposal  for 
massive  reorganization  for  a  Farm  Service  Agency,  and  in  doing  so, 
we  know  that  many  offices  would  be  closed  and  relocated  and  per- 
sonnel would  have  to  be  moved.  The  object  class  table  for  "Trans- 
portation of  Other  Things"  for  fiscal  year  1995  indicates  a  signifi- 
cant increase.  Have  costs  for  reorganization  been  included  in  this 
year's  budget  proposal?  Are  you  able,  at  this  time,  to  give  us  the 
plans  for  the  Farmers  Home  Administration  in  terms  of  reorganiza- 
tion down  to  the  county  level? 

Mr.  Dunn.  The  amount  for  object  class  'Transportation  of  Other 
Things"  has  increased  by  $119,000  in  fiscal  year  1995.  However, 
this  increase  is  for  normal  operating  expenses,  and  cost  of  shipping 
loan  dockets  to  the  National  Office  for  review.  We  are  currently  in 
the  process  of  reviewing  the  County  Office  structure.  However,  we 
are  unable  to  provide  you  with  the  reorganization  plans  at  the 
county  level  at  this  time. 

Mr.  Durbin.  Please  provide  us  a  breakout  of  the  object  class 
table  for  "Other  Services"  for  fiscal  years  1993,  1994,  and  1995. 

Mr.  Dunn.  I  will  be  glad  to  provide  you  a  breakout  of  the  object 
class  25.2,  "Other  Services",  as  shown  on  page  26-12  of  our  Ex- 
planatory Notes. 

[The  information  follows:] 

OTHER  SERVICES 

[In  thousands  of  dollars] 

Fiscal  Year — 
1993  actual       1994  estimate      1995  estimate 

Personnel  Compensation $395,189  $401,976  $401,922 

Personnel  Benefits  84,063  87,916  85,402 

Benefits  for  Former  Personnel  488  635  585 

Travel 22,887  31,453  24,157 

Transportation  of  Things 2,540  3,270  3,362 

Rent,  Commune.  &  Utilities 52,327  58,365  57,218 

Printing  &  Reproduction  4,934  5,848  5.835 

Other  Services'  82,118  90,505  77,289 

Supplies  and  Materials  5,307  5,786  5,932 

Equipment  16,977  11,526  6,935 

Insur.  Claims  &  Indemnities 272  366  363 

Interest  &  Dividends  0  37  35 

Subtotal  667,102  697,683  669.035 

Loan  Program  Expenses? 23.250  37,045  29.999 

Liquidating  Accounts  3  100.712  166,396  123,599 

Total  791,064  901,124  822,633 

■  This  amount  includes  National  Finance  Center  charges  ($4,182,000  in  1993,  and  $4,462,000  in  1994  and  $5,037,000  in  1995);  Mainte- 
nance of  ADP  Equipment,  ($13,447,000  in  1993.  $7,595,000  in  1994  and  $10,286,000  in  1995);  Rural  Water  Circuit  Rider  Program, 
($4,108,000  in  1993;  $4,368,000  in  1994,  and  $3,479,000  in  1995),  Small  and  Family  Size  Farm  Training  ($3,868,000  in  1993;  $3,500,000  in 
1994  and  1995).  Kansas  City  Computer  Center  charges  ($9,349,000  in  1993;  $9,854,000  in  1994  and  $9,986,000  in  1995),  Payments  to  Rural 
Development  Administration,  ($8,737,000  in  1993  and  $5,085,000  in  1994);  Puerto  Rico  Loan  Servicing  Contract  ($4,500,000  in  1993  and 
$4,225,000  in  1994.  Reengineenng  Maintenance  tor  PLAS  and  AMAS,  ($3,344,000  in  1993;  $4,334,000  in  1994  and  $3,245,000  in  1995);  and 
many  other  small  departmental  charges,  ADP  systems  and  maintenance  charges,  interagency  agreements,  training  tuition  costs,  and  mis- 
cellaneous projects,  charges  and  fees. 

2 These  Non-recoverable  Loan  Program  Expenses  are  used  to  protect  the  government's  investment  in  loans  and  includes  maintenance  and 
management  of  property  in  inventory,  appraisals,  credit  reports,  and  other  costs  incident  to  loans. 

'Costs  under  liquidating  accounts  which  are  mandatory  spending  per  Credit  Reform  Act— primarily  to  cover  loss  settlement  expenses  on 
guaranteed  loans 

Note.— The  Federal  Credit  Reform  Act  of  1990  requires  that  Administration  funds  be  appropriated  to  the  program  accounts  and  are  to  be 
used  to  pay  salaries  and  expenses  on  a  reimbursable  basis.  This  results  in  a  large  amount  shown  under  object  class  25.2  that  actually  was 
spent  for  salaries,  benefits,  travel,  rent,  etc. 
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INFOSHARE 


Mr.  Durbin.  We  see  that  your  "Equipment"  line  for  object  class 
33  went  from  $2,300,000  to  $600,000.  Are  all  computer  purchases 
for  FmHA  included  as  part  of  "INFOSHARE?"  What  portion  of  the 
INFOSHARE  request  is  FmHA's? 

Mr.  Dunn.  The  amounts  noted  in  object  class  31  are  for  equip- 
ment needs  not  related  to  computer  purchases.  FmHA  has  no  funds 
set  aside  in  FY  1995  for  the  purchase  of  new  computer  equipment. 

The  INFOSHARE  budget  is  expected  to  cover  the  acquisition  of 
all  new  computer  systems  for  FmHA  and  the  other  participating 
INFOSHARE  agencies.  The  new  technology  will  be  snared;  there- 
fore, INFOSHARE  budget  investments  cannot  be  divided  to  deter- 
mine which  portion  belongs  to  an  individual  agency. 

COMPUTER  MANAGEMENT  SYSTEM 

Mr.  Durbin.  In  late  1992,  FmHA  implemented  a  computer  man- 
aging project  referred  to  as  OTIS.  Describe  how  this  works  and  pro- 
vide the  details  on  the  cost  of  the  contract  and  its  length. 

Mr.  Dunn.  The  Order,  Tracking,  and  Inventory  System — OTIS — 
enables  the  FmHA  and  RDA  automation  staffs  to  manage  an  accu- 
rate and  current  inventory  of  all  ADP  equipment — including  new 
or  replacement  equipment — located  in  the  Agencies'  2,000  plus  of- 
fices. The  OTIS  system  also  provides  for  the  automated  generation 
of  purchase  orders  for  maintenance  calls  and  records  and  monitors 
information  on  maintenance  trouble  tickets.  This  allows  FmHA  to 
monitor  the  performance  of  the  current  maintenance  contractor, 
whose  equipment  maintenance  work  is  charged  under  a  separate 
contract.  Most  work  on  OTIS  has  been  performed  under  the  De- 
partment's support  services  contract.  The  cost  of  OTIS  develop- 
ment, enhancements,  and  associated  efforts  through  the  end  of  FY 
1994  is  $1,233,000.  We  anticipate  that  additional  development 
costs  will  be  approximately  $1,000,000,  and  that  maintenance  for 
the  life  of  the  system  will  be  approximately  $200,000  per  year. 

NATIONAL  APPEALS  STAFF 

Mr.  Durbin.  How  many  appeals  did  the  National  Appeals  Staff 
receive  during  fiscal  year  1993? 

Mr.  Dunn.  In  fiscal  year  1993  the  National  Appeals  Staff  re- 
ceived 8,645  appeal  requests. 

Mr.  Durbin.  How  many  of  these  were  reversed  or  decided  in 
favor  of  the  appellant? 

Mr.  Dunn.  In  fiscal  year  1993,  1,802  cases  were  decided  in  favor 
of  the  appellant  at  the  hearing  stage,  31  were  reversed  at  the  State 
Director  level  and  162  cases  were  reversed  by  the  Director  of  the 
National  Appeals  Staff. 

Mr.  Durbin.  Last  year,  Mrs.  Longino  indicated  the  high  reversal 
rate  was  due,  in  part,  to  a  "learning  curve"  under  the  new  process. 
Describe  how  this  is  going  now  that  you've  had  more  time  to  work 
through  it. 

Mr.  Dunn.  An  additional  year  of  experience  with  the  appeal  proc- 
ess has  benefitted  the  Agency.  Decisionmakers  are  becoming  more 
aware  of  the  necessity  to  adequately  prepare  and  represent  Agency 
decisions  in  hearings.  We  are  encouraged  by  the  progress  made. 
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TRAINING  COST 


Mr.  Durbin.  What  was  the  cost  of  your  total  agency-wide  train- 
ing program  in  fiscal  years  1993,  1994,  and  1995? 

Mr.  Dunn.  The  cost  of  the  agency-wide  training  program  for  FY 
1993  was  $14,872,000,  FY  1994  is  $17,661,000  and  FY  1995  is 
$15,500,000. 

DIRE  EMERGENCY  DISASTER  PROGRAM 

Mr.  Durbin.  The  Dire  Emergency  Supplemental  Appropriations 
Act  was  in  response  to  hurricanes  and  typhoons  in  Florida,  Hawaii, 
and  Guam  in  1992.  There  were  several  loan  and  grant  program  ap- 
propriations. For  the  record,  please  provide  a  table  that  shows  each 
of  these  programs,  how  much  was  provided  for  each,  and  the 
amount  obligated  to  date. 

Mr.  Dunn.  I  will  provide  the  information  for  the  record.  P.L. 
103-50  modified  the  original  amounts. 

[The  information  follows:] 

DIRE  EMERGENCY  DISASTER  PROGRAMS  FISCAL  YEARS  1992-1993 

[Dollars  in  thousands] 


Programs 


FY  1992 
Appropriation 


FY  1993 


Emergency  loans  $162,300 

Rural  housing  repair  loans  39,500 

Business  and  industry  loans  305,000 

Water  &  waste  disposal  loans 35,500 

Intermediary  relending  loans  15,500 

Very  low  income  repair  gts 10,000 

Farm  labor  housing  grants  10,500 

Water  &  waste  disposal  gts 25,600 

Emergency  water  asst.  gts 15.400 

Total  program  619,300 


Avail. 

Obligated 

$162,300 

0 

39,500 

$513 

160,000 

87,402 

35,500 

0 

15,500 

1,200 

10,000 

1,471 

43,000 

4,784 

5,600 

0 

35,400 

700 

506,800 


96,070 


DIRECT  FARM  OPERATING  LOANS 

Mr.  Durbin.  How  many  requests  for  direct  operating  loans  did 
you  have  in  fiscal  year  1993?  Were  all  of  them  able  to  be  filled? 
Of  the  total  amount  available  to  you,  how  much  was  obligated? 

Mr.  Dunn.  There  were  10,279  direct  operating  loan  applications 
received  in  fiscal  year  1993.  Adequate  funds  were  available  for  all 
applications.  $545  million  of  the  $825  million  direct  operating  allo- 
cation was  obligated  in  fiscal  year  1993. 

GUARANTEED  OPERATING  LOANS 

Mr.  Durbin.  Last  year,  when  Mrs.  Longino  was  testifying,  she 
indicated  there  were  some  areas  of  the  country  where  banks  were 
not  interested  in  making  guaranteed  loans.  Please  provide  us  with 
a  listing  of  guaranteed  and  direct  operating  loans  made  by  each 
state  in  fiscal  years  1992,  1993  and  to  date  in  fiscal  year  1994? 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 


262 


Direct  and  Guaranteed  Farm  Operating  Loans 

Obligations  by  State 

Fiscal  Year  1994 

As  of  2/28/94 

(Dollars  in  Thousands) 


Direct 

State 

Number 

Amount 

Alabama 

71 

$2,695 

Alaska 

0 

0 

Arizona 

16 

761 

Arkansas 

299 

11,547 

California 

129 

9,151 

Colorado 

48 

2,247 

Connecticut 

5 

83 

Delaware 

1 

14 

Florida 

45 

1,949 

Georgia 

104 

5,783 

Hawai  i 

8 

152 

Idaho 

124 

6,143 

1 1 linois 

171 

7,006 

Indiana 

46 

2,425 

Iowa 

399 

10,883 

Kansas 

179 

9,098 

Kentucky 

302 

6,102 

Louisiana 

186 

10,026 

Maine 

9 

430 

Maryland 

20 

1,389 

Massachusetts 

22 

631 

Michigan 

77 

3,834 

Minnesota 

206 

9,665 

Mississippi 

133 

3,847 

Missouri 

66 

2,195 

Montana 

61 

2,776 

Nebraska 

204 

7,662 

Nevada 

7 

378 

New  Hampshire 

6 

277 

New  Jersey 

18 

504 

New  Mexico 

59 

2,046 

New  York 

117 

6,228 

North  Carolina 

144 

5,336 

North  Dakota 

119 

5,192 

Ohio 

8 

344 

Oklahoma 

343 

11,817 

Oregon 

71 

4,723 

Pennsylvania 

211 

7,901 

Puerto  Rico 

18 

649 

Rhode  Island 

2 

95 

South  Carolina 

46 

3,080 

South  Dakota 

201 

5,394 

Tennessee 

109 

2,552 

Texas 

709 

36,010 

Utah 

142 

3,303 

Vermont 

23 

480 

Virginia 

17 

818 

Virgin  Islands 

0 

0 

Washington 

84 

4,675 

West  Virginia 

62 

1,162 

W.  Pacific  Terr. 

1 

5 

Wisconsin 

163 

8,457 

Wyoming 

43 

2,043 

U.S.  Total 

5,654 

$231,963 

Guaranteed  Subsidized 
Number    Amount 


Guaranteed  Unsubsidized 
Number    Amount 


1 

$50 

10 

$1,494 

0 

0 

0 

0 

0 

0 

6 

1,604 

0 

0 

66 

8,668 

0 

0 

64 

10,018 

0 

0 

44 

5,381 

0 

0 

8 

1,060 

2 

114 

13 

1,491 

2 

582 

23 

2,493 

1 

208 

153 

22,690 

0 

0 

0 

0 

0 

0 

35 

5,478 

60 

6,528 

101 

9,914 

25 

3,245 

54 

4,649 

72 

7,912 

217 

17,628 

42 

4,329 

134 

11,389 

6 

218 

80 

6,060 

2 

279 

241 

26,653 

2 

200 

0 

0 

0 

0 

14 

1,578 

1 

345 

5 

558 

16 

2,753 

77 

9,887 

55 

6,640 

150 

15,595 

4 

964 

23 

3,934 

30 

2,352 

72 

5,582 

7 

1,061 

26 

3,325 

19 

2,497 

122 

11,487 

1 

204 

8 

739 

0 

0 

6 

268 

1 

105 

2 

219 

0 

0 

16 

2,154 

9 

1,852 

57 

5,234 

0 

0 

68 

6,842 

41 

4,023 

18 

1,822 

2 

75 

24 

2,416 

25 

4,115 

105 

13,216 

0 

0 

21 

4,116 

5 

659 

54 

4,210 

0 

0 

4 

265 

0 

0 

0 

0 

0 

0 

47 

6,708 

27 

2,785 

118 

9,480 

3 

150 

32 

4,194 

2 

353 

350 

44,674 

2 

375 

9 

1,131 

1 

153 

49 

5,208 

0 

0 

15 

1,433 

0 

0 

0 

0 

0 

0 

107 

13,936 

4 

688 

15 

1,391 

0 

0 

0 

0 

59 

8,829 

114 

10,987 

0 

0 

46 

5,093 

529    $64,643 


3,023   $334,352 
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Direct  and  Guaranteed  Farm  Operating  Loans 
Obligations  by  State 

Fiscal  Year  1993 
(Dollars  in  Thousands) 


Direct 

State 

Number 

Amount 

Alabama 

170 

$6,474 

Alaska 

0 

0 

Arizona 

24 

1,621 

Arkansas 

410 

17,662 

California 

249 

17,611 

Colorado 

123 

5,913 

Connecticut 

6 

153 

Delaware 

6 

301 

Florida 

139 

5,294 

Georgia 

209 

10,560 

Hawai  i 

22 

875 

Idaho 

279 

15,402 

I llinois 

382 

14,150 

Indiana 

223 

12,743 

Iowa 

919 

22,555 

Kansas 

414 

16,850 

Kentucky 

541 

9,875 

Louisiana 

322 

17,430 

Ma  i  ne 

203 

9,932 

Maryland 

33 

1,760 

Massachusetts 

57 

2,302 

Michigan 

312 

13,394 

Minnesota 

592 

27,325 

Mississippi 

508 

26,839 

Missouri 

205 

7,171 

Montana 

102 

5,075 

Nebraska 

410 

18,187 

Nevada 

43 

2,152 

New  Hampshire 

22 

761 

New  Jersey 

55 

1,733 

New  Mexico 

121 

5,388 

New  York 

331 

15,479 

North  Carolina 

334 

10,855 

North  Dakota 

453 

18,991 

Ohio 

50 

2,737 

Oklahoma 

515 

18,995 

Oregon 

91 

5,740 

Pennsylvania 

635 

23,107 

Puerto  Rico 

74 

3,024 

Rhode  Island 

4 

262 

South  Carolina 

129 

8,578 

South  Dakota 

298 

8,165 

Tennessee 

268 

7,575 

Texas 

1,815 

86,747 

Utah 

250 

6.687 

Vermont 

62 

1,444 

Virginia 

96 

3,485 

Virgin  Islands 

1 

66 

Washington 

152 

8,828 

West  Virginia 

141 

3,376 

W.  Pacific  Terr. 

5 

17 

Wisconsin 

282 

11,038 

Wyoming 

57 

2,489 

U.S.  Total 

13,144 

$545,173 

Guaranteed  Subsidized 
Number    Amount 


Guaranteed  Unsubsidized 
Number    Amount 


1 

$257 

56 

$5,897 

0 

0 

0 

0 

0 

0 

5 

1,038 

0 

0 

160 

20,963 

1 

400 

161 

24,891 

9 

910 

194 

18,821 

0 

0 

19 

1,492 

0 

0 

10 

398 

6 

1,172 

93 

9,831 

1 

200 

297 

38,786 

0 

0 

1 

233 

3 

369 

154 

22,780 

108 

9,570 

338 

29,331 

15 

1,410 

185 

16,265 

159 

15,551 

688 

48,618 

98 

11,092 

365 

26,308 

34 

2,981 

215 

12,336 

20 

2,778 

593 

63,024 

3 

83 

10 

935 

0 

0 

41 

4,244 

0 

0 

24 

3,271 

25 

4,037 

266 

27,973 

145 

16,129 

458 

39,658 

0 

0 

267 

46,857 

64 

6,542 

177 

13,014 

21 

1,896 

80 

8,276 

107 

11,890 

389 

35,381 

0 

0 

16 

1,719 

0 

0 

9 

793 

5 

1,396 

9 

786 

8 

1,211 

72 

8,997 

29 

3,391 

161 

15,575 

0 

0 

157 

15,233 

113 

12,983 

115 

11,825 

15 

2,062 

109 

10,285 

50 

8,183 

267 

34,335 

0 

0 

59 

8,929 

16 

2,116 

115 

10,010 

0 

0 

7 

694 

0 

0 

0 

0 

0 

0 

70 

8,241 

71 

5,797 

451 

31,363 

7 

435 

116 

11,333 

12 

1,501 

853 

107,828 

1 

168 

25 

3,017 

5 

741 

95 

7,939 

1 

53 

46 

4,359 

0 

0 

0 

0 

0 

0 

132 

17,988 

26 

2,292 

31 

2,002 

0 

0 

0 

0 

63 

8,987 

281 

29,272 

2 

344 

97 

11,272 

1,244   $138,927 


8,539   $874,416 
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Direct  and  Guaranteed  Farm  Operating  Loans 
Obligations  by  State 

Fiscal  Year  1992 
(Dollars  in  Thousands) 


Direct 

State 

Number 

Amount 

Alabama 

209 

$8,839 

Alaska 

0 

0 

Arizona 

21 

1,605 

Arkansas 

443 

21.393 

California 

239 

15,537 

Colorado 

140 

7,116 

Connecticut 

9 

410 

Delaware 

15 

523 

Florida 

100 

3,235 

Georgia 

175 

9,012 

Hawaii 

21 

686 

Idaho 

239 

12,279 

I llinois 

462 

15,869 

Indiana 

299 

14,454 

Iowa 

1057 

28,472 

Kansas 

362 

14,758 

Kentucky 

400 

9,161 

Louisiana 

362 

21,736 

Maine 

130 

4,858 

Maryland 

33 

1,198 

Massachusetts 

47 

1,486 

Michigan 

299 

13,347 

Minnesota 

661 

29,260 

Mississippi 

495 

29,601 

Missouri 

220 

8,230 

Montana 

101 

4,833 

Nebraska 

387 

15,558 

Nevada 

34 

1,821 

New  Hampshire 

31 

740 

New  Jersey 

64 

3,340 

New  Mexico 

177 

6,053 

New  York 

336 

11,817 

North  Carolina 

362 

11,301 

North  Dakota 

621 

24,661 

Ohio 

100 

6,245 

Oklahoma 

574 

20,428 

Oregon 

103 

5,448 

Pennsylvania 

654 

25,237 

Puerto  Rico 

90 

1,902 

Rhode  Island 

3 

14 

South  Carolina 

144 

8,673 

South  Dakota 

352 

9,004 

Tennessee 

265 

10,226 

Texas 

1902 

92,894 

Utah 

224 

6,412 

Vermont 

111 

2,748 

Virginia 

138 

4,811 

Virgin  Islands 

2 

0 

Washington 

160 

9,267 

West  Virginia 

137 

2,567 

W.  Pacific  Terr. 

0 

8 

Wisconsin 

223 

9,304 

Wyoming 

51 

2,359 

U.S.  Total 

13,784 

$570,736 

Guaranteed  Subsidized 
Number    Amount 


Guaranteed  Unsubsidized 
Number    Amount 


2 

$215 

0 

0 

0 

0 

0 

0 

4 

883 

12 

1,872 

0 

0 

0 

0 

2 

188 

1 

138 

0 

0 

8 

664 

105 

8,894 

75 

7,786 

164 

14,182 

103 

10,957 

21 

1,438 

13 

2,529 

0 

0 

2 

47 

0 

0 

36 

4,813 

156 

16,726 

2 

94 

172 

13,799 

25 

2,595 

127 

13,297 

2 

127 

0 

0 

8 

600 

8 

838 

10 

1,956 

2 

101 

117 

10,517 

23 

3,318 

45 

7,671 

2 

369 

23 

2,975 

0 

0 

0 

0 

0 

0 

56 

5,348 

25 

2,587 

14 

2,046 

3 

420 

15 

1,654 

5 

496 

0 

0 

0 

0 

17 

1,378 

0 

0 

46 

7,625 

1 

70 

76 

0 

8 

245 

172 

203 

9 

11 

34 

269 

0 

171 

504 

293 

1,045 

410 

233 

583 

24 

25 

8 

218 

486 

295 

258 

66 

398 

17 

2 

7 

51 

106 

172 

142 

166 

213 

67 

109 

4 

2 

106 

403 

205 

1,020 

37 

48 

40 

0 

134 

27 

0 

326 

76 


$8,350 
0 
1,498 
29,338 
25,431 
22,968 
715 
390 
4,931 
34,288 
0 
24,233 
43,786 
26,977 
72,047 
33,010 
14,218 
64,837 
2,861 
1,879 
1,181 
22,457 
41,333 
51,758 
20,310 
6,621 
34,821 
1,831 
68 
353 
6,366 
8,809 
15,120 
12,121 
13,309 
28,505 
11,151 
9,465 
350 
150 
11,612 
28,759 
19,976 
124,623 
3,254 
4,148 
2,608 
0 
20,561 
2.521 
0 
32,464 
8,341 


1,452   $151,213 


9,524   $956,703 
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Mr.  Durbin.  Are  there  still  states  where  the  guaranteed  program 
is  lagging? 

Mr.  Dunn.  Lenders  continue  to  be  reluctant  to  make  guaranteed 
agricultural  loans  in  certain  areas  of  the  country  where  there  are 
alternatives  for  loan  funds.  For  example,  despite  FmHA's  efforts  to 
promote  the  program  in  the  Northeast,  lenders  continue  to  prefer 
other  investments  of  their  available  funds. 

OPERATING  LOANS 

Mr.  Durbin.  Please  provide  for  the  record  the  number  and  dollar 
amount  supported  by  direct  and  guaranteed  operating  loans,  by 
year,  for  the  past  ten  years? 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION  DIRECT  AND  GUARANTEED  FARM  OPERATING  LOANS  OBLIGATED 

FY  1983  THROUGH  FY  1993 
[Dollars  in  Thousands] 


Fiscal  year 


Direct 

Guaranteed 

No.  of 
loans 

Amount 

No.  of 
loans 

Amount 

59,202 

$1,959,710 

965 

$111,444 

76,505 

3.599,968 

9.693 

1,106,850 

49,474 

2,203,165 

14,772 

1.367,287 

32,096 

1,298,281 

13,614 

1,240,738 

23,167 

899,501 

9,853 

892,578 

20,517 

856,018 

9,863 

879,174 

16,600 

733,291 

9,954 

908,748 

10,679 

489.890 

10,745 

1,040.555 

13,784 

570,737 

10.976 

1.107,915 

13,144 

545,173 

9,783 

1,013.341 

1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


RESCHEDULING  LOANS 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  the 
number  of  farms  assisted,  by  state,  through  rescheduling,  consoli- 
dation, or  reamortization,  by  deferral,  or  by  interest  buydown  for 
fiscal  year  1993? 

Mr.  Dunn.  I  will  provide  the  information  for  the  record.  In  addi- 
tion, the  Interest  Rate  Buydown  Program  has  been  replaced  by  the 
Interest  Assistance  Program,  which  was  available  in  fiscal  year 
1993  only  to  service  farmer  programs  guaranteed  loans  obligated 
prior  to  October  1,  1991. 

[The  information  follows:] 
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FARMS  ASSISTED  BY  STATE  FY  1993 

Borrowers 

Rescheduled,                       Interest 
Consolidated,        Borrower       Assistance 
State      Reamortized  Deferrals (Loans) 


AL 

89 

38 

1 

AK 

0 

0 

0 

AZ 

14 

0 

0 

AR 

208 

62 

3 

CA 

122 

27 

1 

CO 

104 

15 

0 

CT 

7 

2 

0 

DE 

6 

0 

0 

FL 

62 

36 

0 

GA 

115 

127 

0 

HI 

28 

8 

0 

ID 

141 

121 

0 

IL 

231 

273 

36 

IN 

216 

124 

4 

IA 

436 

95 

66 

KS 

225 

157 

27 

KY 

184 

59 

5 

LA 

301 

54 

1 

ME 

133 

34 

0 

MD 

17 

45 

0 

MA 

4 

19 

0 

MI 

312 

68 

27 

MN 

409 

67 

28 

MS 

268 

44 

0 

MO 

341 

147 

18 

MT 

154 

48 

8 

NE 

205 

76 

14 

NV 

10 

11 

0 

NH 

13 

0 

0 

NJ 

53 

23 

2 

NM 

27 

5 

0 

NY 

175 

40 

9 

NC 

130 

75 

2 

ND 

461 

165 

67 

OH 

48 

9 

0 

OK 

361 

105 

5 

OR 

78 

12 

0 

PA 

208 

59 

7 

PR 

126 

80 

0 

RI 

13 

0 

0 

SC 

127 

53 

0 

SD 

387 

76 

26 

TN 

110 

105 

0 

TX 

616 

183 

5 

UT 

62 

14 

5 

VT 

28 

30 

6 

VI 

0 

0 

0 

VA 

72 

22 

2 

WA 

58 

15 

0 

WV 

43 

20 

1 

WI 

547 

154 

109 

WY 

29 

4 

1 

WPT 

3 

0 

0 

Totals        8,146  3,006  486 
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Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  the 
same  information  on  a  National  basis  for  each  of  the  past  5  years. 
Mr.  Dunn.  [The  information  follows:] 

Number  of  borrowers  assisted  with  rescheduling,  consolidation,  reamortization 

and /or  deferral 

Fiscal  year: 

1989 17,105 

1990 11,903 

1991 7,552 

1992 9,673 

1993 11,152 

Mr.  Durbin.  How  many  of  these  borrowers  are  again  delinquent? 
Mr.  Dunn.  I  wiil  provide  that  for  the  record. 
[The  information  follows:] 

Number  of  borrowers  delinquent  after  rescheduling,  consolidation,  reamortization 

and  lor  deferral 

Fiscal  year: 

1989 6,511 

1990 4,668 

1991 2,677 

1992 1,892 

1993 448 

PROPERTY  INVENTORY 

Mr.  Durbin.  How  many  farms  do  you  currently  have  in  inven- 
tory, by  State,  and  what  is  the  total  estimated  value  of  each  farm? 
Mr.  Dunn.  Yes,  I  will  provide  that  information  for  the  record. 
[The  information  follows:] 
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Farm  Properties  in  Inventory  by  State  as  of  February  25,  1994 


NUMBER 

OF 

STATE 

FARMS 

ALABAMA 

0 

ALASKA 

0 

ARIZONA 

39 

ARKANSAS 

64 

CALIFORNIA 

97 

COLORADO 

72 

CONNECTICUT 

1 

DELAWARE 

1 

FLORIDA 

64 

GEORGIA 

59 

HAWAII 

0 

IDAHO 

58 

ILLINOIS 

35 

INDIANA 

24 

IOWA 

165 

KANSAS 

85 

KENTUCKY 

13 

LOUISIANA 

41 

MAINE 

10 

MARYLAND 

11 

MASSACHUSETTS 

3 

MICHIGAN 

65 

MINNESOTA 

227 

MISSISSIPPI 

98 

MISSOURI 

130 

MONTANA 

49 

NEBRASKA 

64 

NEVADA 

6 

NEW  JERSEY 

3 

NEW  MEXICO 

28 

NEW  YORK 

80 

NORTH  CAROLINA 

77 

NORTH  DAKOTA 

141 

OHIO 

2 

OKLAHOMA 

143 

OREGON 

38 

PENNSYLVANIA 

18 

PUERTO  RICO 

77 

RHODE  ISLAND 

0 

SOUTH  CAROLINA 

28 

SOUTH  DAKOTA 

145 

TENNESSEE 

12 

TEXAS 

74 

UTAH 

5 

VERMONT 

7 

VIRGIN  ISLANDS 

1 

VIRGINIA 

23 

WASHINGTON 

80 

WEST  VIRGINIA 

3 

WISCONSIN 

54 

WYOMING 

34 

CURRENT 

AVERAGE 

MARKET 

VALUE  PER 

VALUE 

FARM 

0 

0 

0 

0 

10, 130,040 

259,745 

5,273 

467 

82 

398 

30,565 

424 

315 

107 

11, 593 

686 

161 

023 

82 

000 

82 

000 

26 

600 

26 

600 

7,977 

795 

124 

653 

7,111 

895 

,  120 

541 

0 

0 

5,619 

055 

96 

881 

3,296 

483 

94 

185 

2,  569 

050 

107 

044 

25, 167 

764 

152 

532 

6,  316 

745 

74 

315 

1,  140 

700 

87 

746 

4  ,  016 

410 

97 

961 

796 

000 

79 

600 

2,  258 

000 

205 

273 

318 

000 

106 

000 

6,731 

000 

103 

554 

22,816 

213 

100 

512 

14,547 

993 

148 

449 

12,254 

041 

94 

262 

11,840 

810 

241 

649 

10, 141 

150 

158 

456 

397 

862 

66 

310 

988 

000 

329 

333 

5,548 

270 

198 

153 

8,  508 

561 

106 

357 

8,935 

130 

116 

041 

20,003 

864 

141 

871 

149 

000 

74 

500 

14,611 

526 

102 

179 

5,427 

975 

142 

841 

2,023 

664 

112 

426 

6,  107 

210 

79 

314 

0 

0 

5,204 

091 

185 

860 

17,070 

307 

117 

726 

1,  017 

035 

84 

753 

8,  597 

988 

116 

189 

916 

320 

183 

264 

967 

000 

138 

143 

135 

000 

135 

000 

2,  555 

936 

111 

128 

12,504 

373 

156 

305 

248 

400 

82 

800 

4,841 

850 

89 

664 

6,454 

275 

189 

832 

TOTAL 


2,554 


$335,803,959 
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Mr.  Durbin.  How  many  farms  were  sold  from  inventory,  by 
State,  in  fiscal  year  1993?  * 

Mr.  Dunn.  Yes,  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

Farm  inventory  properties  sold  in  fiscal  year  1993 

State  Farms 

Alabama  8 

Alaska  2 

Arizona 7 

Arkansas  61 

California  17 

Colorado  42 

Connecticut  1 

Delaware  .' 0 

Florida 19 

Georgia 49 

Hawaii 1 

Idaho  19 

Illinois  10 

Indiana 12 

Iowa 93 

Kansas  35 

Kentucky 9 

Louisiana  39 

Maine  6 

Maryland 1 

Massachusetts  2 

Michigan  28 

Minnesota  , 77 

Mississippi  85 

Missouri  59 

Montana  13 

Nebraska 19 

Nevada  0 

New  Jersey  0 

New  Mexico  20 

New  York  14 

North  Carolina  47 

North  Dakota  26 

Ohio 5 

Oklahoma  62 

Oregon 11 

Pennsylvania  11 

Puerto  Rico  22 

Rhode  Island 0 

South  Carolina  17 

South  Dakota 19 

Tennessee  36 

Texas  20 

Utah  6 

Vermont  1 

Virginia  6 

Washington 63 

West  Virginia  18 

Wisconsin  30 

Wyoming  9 

Total  1,157 

FARM  OPERATING  LOAN  ALLOCATION 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  how 

much  of  the  fiscal  year  1993  loan  allocations  were  provided  for  each 
of  the  insured  farm  operating  loan  programs,  such  as  one-year  op- 
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erating  loans,   seven-year  operating  loans,  limited  resource  pro- 
gram, and  socially  disadvantaged  programs,  along  with  any  others. 

Mr.  Dunn.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

Direct  farm  operating  loan  allocation 

[Dollars  in  Millions] 

Regular  rate  one-year  $231 

Regular  rate  seven-year  112 

Limited  resource  one-year 224 

Limited  resource  seven-year  133 

Total  allocation  700 

A  portion  of  the  direct  operating  allocation  was  targeted  for  ex- 
clusive use  by  socially  disadvantaged  applicants.  The  targeted  allo- 
cation totalled  $63,658,000. 

Mr.  DURBIN.  Provide  the  same  information  for  guaranteed  sub- 
sidized and  unsubsidized  operating  loans. 

Mr.  DUNN.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

Guaranteed  farm  operating  loans  allocation 

[Dollar  in  millions] 

Subsidized  one-year  $100 

Subsidized  seven-year 150 

Total  allocation  250 

Unsubsidized  one-year 1,026 

Unsubsidized  seven-year  774 

Total  allocation  1,800 

The  portion  of  guaranteed  operating  allocation  targeted  for  exclu- 
sive use  by  socially  disadvantaged  applicants  is  $23,291,000  for 
subsidized  and  $157,139,000  for  unsubsidized. 

FARM  OWNERSHIP  LOANS 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  the 
number  of  direct  and  guaranteed  farm  ownership  loans,  by  year, 
for  the  past  ten  years. 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION  NUMBER  OF  FARM  OWNERSHIP  LOANS— FISCAL  YEAR  1984 

THROUGH  FISCAL  YEAR  1993 

Fiscal  year  Direct  Guaranteed 

1984  

1985  

1986  

1987  

1988  

1989  

1990  

1991  

1992  

1993  


8,456 

261 

7,424 

453 

4,032 

1,265 

896 

2,137 

1,371 

2,436 

1,172 

2,139 

949 

2,399 

641 

2,509 

447 

1,304 

746 

2,754 
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FARM  OWNERSHIP  LOAN  APPLICATIONS 

Mr.  Durbin.  How  many  loan  applications  were  on  hand  at  the 
end  of  fiscal  year  1993? 

Mr.  Dunn.  At  the  end  of  fiscal  year  1993,  there  were  2,046  direct 
and  1,102  guaranteed  farm  ownership  applications  on-hand.  There 
were  also  2,208  direct  and  1,442  guaranteed  farm  operating  appli- 
cations on-hand.  Total  farmer  programs  applications  on  hand  at 
the  end  of  FY  1993  was  7,167. 

FARM  OWNERSHIP  LOANS 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  the 
number  and  amounts  of  direct  and  guaranteed  farm  ownership 
loans  made  by  state  in  fiscal  year  1993. 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 
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Direct  and  Guaranteed  Farm  Ownership  Loans 
Obligations  by  State 

Fiscal  Year  1993 
(Dollars  in  Thousands) 


State 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

M  i ch  i gan 

Minnesota 

Mississippi 

M  i  ssour  i 

Montana 

Nebraska 

Nevada 

New  Hampsh  i  re 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Virgin  Islands 

Washington 

West  Virginia 

W.  Pacific  Terr. 

Wisconsin 

Wyoming 

U.S.  Total 


Insured 

Number 

Amount 

14 

$984 

0 

0 

3 

431 

26 

1,700 

29 

3,173 

9 

1,297 

1 

165 

2 

310 

13 

1,172 

10 

1,093 

1 

10 

7 

791 

40 

3,725 

22 

2,147 

48 

4,529 

36 

2,837 

34 

1,930 

7 

806 

3 

208 

6 

331 

3 

99 

16 

1,186 

30 

3,442 

12 

747 

34 

2,813 

10 

959 

24 

2,865 

1 

200 

1 

65 

5 

470 

8 

869 

17 

1,412 

22 

1,378 

11 

1,109 

7 

897 

24 

1,923 

7 

929 

12 

1,826 

18 

1,018 

3 

256 

7 

603 

25 

1,484 

16 

944 

42 

4,182 

6 

608 

4 

398 

12 

923 

0 

0 

9 

1,318 

11 

625 

3 

171 

31 

3,118 

4 

336 

746 

$66,812 

Guaranteed 

Number 

Amount 

28 

$5,045 

0 

0 

1 

300 

61 

13,089 

29 

5,666 

62 

13,108 

11 

1,628 

8 

1,277 

53 

8,603 

88 

17,898 

0 

0 

20 

3,601 

113 

16,729 

37 

6,960 

197 

27,455 

127 

17,528 

92 

11,213 

83 

15,283 

7 

1,369 

17 

3,062 

24 

5,060 

95 

15,659 

123 

18,294 

64 

7,538 

101 

13,720 

45 

9,017 

133 

20,215 

2 

345 

4 

793 

5 

1,035 

49 

9,962 

67 

11,194 

115 

21,189 

61 

10,049 

44 

7,280 

150 

26,346 

5 

1,030 

94 

15,052 

13 

2,544 

0 

0 

21 

3,188 

120 

16,630 

36 

5,062 

77 

14,990 

16 

2,615 

40 

6,675 

20 

3,984 

0 

0 

32 

6,133 

29 

3,732 

0 

0 

116 

17,710 

19 

2,098 

2,754   $448,953 
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EMERGENCY  DISASTER  LOANS 


Mr.  Durbin.  The  Midwest  flood  disaster  took  its  toll  on  a  great 
number  of  farmers  and  rural  communities  in  my  part  of  the  coun- 
try. How  many  emergency  disaster  loans  did  you  make  in  1993  and 
so  far  in  1994?  Please  provide  a  table  showing  how  many  and  the 
total  dollar  value  of  each  state. 

Mr.  Dunn.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 
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Emergency  Disaster  Loans 
(Dollars  in  Thousands) 


FY  1993 

Number     Amount 


FY  1994  1/ 
Number      Amount 


Alabama 

3 

$118 

2 

$50 

Alaska 

0 

0 

0 

0 

Arizona 

3 

201 

4 

345 

Arkansas 

5 

652 

11 

925 

California 

1 

500 

0 

0 

Colorado 

2 

309 

0 

0 

Connecticut 

0 

0 

0 

0 

Delaware 

0 

0 

0 

0 

Florida 

81 

8,991 

15 

1,429 

Georgia 

21 

3,583 

13 

991 

Hawai  i 

17 

962 

0 

0 

Idaho 

13 

921 

1 

30 

I llinois 

3 

165 

18 

973 

Indiana 

9 

571 

0 

0 

Iowa 

5 

117 

9 

328 

Kansas 

15 

453 

2 

76 

Kentucky 

20 

560 

2 

58 

Louisiana 

10 

408 

7 

595 

Maine 

32 

2,846 

2 

163 

Maryland 

0 

0 

2 

115 

Massachusetts 

2 

50 

0 

0 

M  i  ch  i  gan 

108 

6,185 

15 

1,007 

Minnesota 

12 

662 

17 

763 

Mississippi 

9 

629 

1 

419 

Missouri 

2 

144 

10 

206 

Montana 

5 

266 

0 

0 

Nebraska 

1 

223 

0 

0 

Nevada 

9 

922 

0 

0 

New  Hampshire 

0 

0 

0 

0 

New  Jersey 

18 

2,225 

1 

59 

New  Mexico 

0 

0 

0 

0 

New  York 

117 

12,170 

21 

1,270 

North  Carolina 

9 

282 

13 

527 

North  Dakota 

1 

17 

0 

0 

Ohio 

2 

40 

0 

0 

Oklahoma 

21 

1,708 

2 

103 

Oregon 

12 

431 

1 

14 

Pennsylvania 

17 

994 

0 

0 

Puerto  Rico 

6 

207 

0 

0 

Rhode  Island 

1 

60 

0 

0 

South  Carolina 

0 

0 

5 

705 

South  Dakota 

27 

849 

16 

439 

Tennessee 

8 

319 

8 

286 

Texas 

46 

3,140 

12 

779 

Utah 

3 

176 

0 

0 

Vermont 

0 

0 

0 

0 

Virginia 

2 

98 

0 

0 

Virgin  Islands 

0 

0 

0 

0 

Washington 

5 

158 

0 

0 

West  Virginia 

9 

121 

1 

49 

W.  Pacific  Terr. 

8 

452 

4 

142 

Wisconsin 

184 

4,649 

16 

362 

Wyoming 

1 

73 

0 

0 

U.S.  Total 


885 


58,607 


231 


13,208 


1/  Data  as  of  February  28,  1994 
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EMERGENCY  DISASTER  LOANS 

Mr.  Durbin.  For  emergency  disaster  loans,  would  you  please  pro- 
vide for  the  record  a  ten-year  table  showing  the  actual  number  and 
dollar  amount  of  emergency  disaster  loans  made  each  year? 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION  EMERGENCY  DISASTER  LOANS  OBLIGATED  FISCAL  YEAR  1984 

THROUGH  FISCAL  YEAR  1993 
[Dollars  in  thousands] 

Fiscal  year  Number  of  loans  Amount 

1984  

1985  

1986  

1987  

1988  

1989  

1990  

1991  

1992  

1993  

SOIL  AND  WATER  LOANS 

Mr.  Durbin.  For  the  record,  please  provide  a  listing  of  the  soil 
and  water  direct  and  guaranteed  loans  that  have  been  made  during 
fiscal  year  1993,  by  state. 

Mr.  Dunn.  I  will  provide  the  following  information  for  the  record. 

[The  information  follows:] 


34,997 

1,051,627 

14.060 

490,877 

5.584 

217,774 

2,548 

113,613 

554 

29,891 

2,806 

73,493 

2,609 

101,510 

1,181 

81,402 

1.602 

74,883 

885 

58,607 
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SOIL  AND  WATER  ALLOCATION  USAGE 
FISCAL  YEAR  1993 


NUMBER  OF 
LOANS  MADE 


DIRECT  SOIL  AND  WATER 

FINAL  OBLIGATIONS 

AS  OF  9/30/93 


GUARANTEED  SOIL  AND  WATER 
NUMBER  OF      FINAL  OBLIGATIONS 
LOANS  MADE       AS  OF  9/30/93 


ALABAMA                     1 
ALASKA 

$3,180 
0 

0 
0 

AR I  ZONA                     1 
ARKANSAS                   11 
CALIFORNIA                6 
COLORADO 

50,000 

168,120 

129,500 

0 

2 

0 

$27,000 

0 

0 

DELAWARE 

0 

0 

MARYLAND                  1 

50,000 

0 

FLORIDA                   1 

10,000 

0 

GEORGIA                   3 
HAWAII 

96,310 
0 

1 

19,000 
0 

U.PAC.TERR. 

0 

0 

IDAHO                     5 

83,000 

0 

ILLINOIS                    4 
INDIANA 

15,200 
0 

0 
0 

IOWA                      2 
KANSAS                    7 
KENTUCKY                  8 

18,700 

163,050 

85,630 

0 
0 
0 

LOUISIANA 

0 

0 

MAINE 

0 

0 

MASSACHUSETTS              S 

94,000 

0 

CONNECTICUT 

0 

0 

RHODE  ISLAND             2 

100,000 

0 

MICHIGAN 

0 

0 

MINNESOTA                 3 

19,000 

0 

MISSISSIPPI                1 

2,200 

0 

MISSOURI                  8 

52,030 

0 

MONTANA                     1 

18,570 

0 

NEBRASKA                  1 

24,700 

0 

NEVADA 

0 

0 

NEW  JERSEY                 2 

51,000 

0 

NEW  MEXICO                 1 

20,500 

1 

50,000 

NEW  YORK 

0 

0 

NORTH  CAROLINA             1 

30,000 

0 

NORTH  DAKOTA               1 

OHIO 

OKLAHOMA                    2 

OREGON                    6 

17,000 

0 

9,750 

216,600 

0 
0 
0 
0 

PENNSYLVANIA              14 
PUERTO  RICO 

198,550 
0 

1 

50,000 
0 

SOUTH  CAROLINA 

0 

0 

SOUTH  DAKOTA                1 

10,800 

0 

TENNESSEE                  1 

10,000 

0 

TEXAS                     5 

98,000 

2 

44,640 

UTAH                      4 
VERMONT                   3 
NEW  HAMPSHIRE 

122,750 

70,340 

0 

1 

50,000 
0 
0 

VIRGIN  ISLANDS 

0 

0 

VIRGINIA 

0 

0 

WASHINGTON                 3 
WEST  VIRGINIA 

62,040 
0 

0 
0 

WISCONSIN 

0 

0 

WYOMING 

0 

0 

NATIONAL  TOTAL 


115 


2,100,520 


240,640 
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Mr.  Durbin.  How  many  applications  were  on-hand  at  the  end  of 
fiscal  year  1993  for  soil  and  water  loans? 

Mr.  Dunn.  At  the  end  of  fiscal  year  1993,  there  were  59  applica- 
tions on-hand  for  soil  and  water  loans. 

Mr.  Durbin.  What  is  the  total  dollar  amount  of  the  applications 
on  hand? 

Mr.  Dunn.  The  total  dollar  amount  of  the  59  applications  for  soil 
and  water  loans  was  approximately  $1  million. 

STATE  MEDIATION  GRANTS 

Mr.  Durbin.  Please  provide  a  list  of  all  state  mediation  grants 
made  in  fiscal  years  1992,  1993,  and  1994. 
Mr.  Dunn.  I  will  provide  a  table  for  the  record. 
[The  information  follows:] 

State  1992  1993  1994 

Alabama  $143,402  $171,433  $126,261 

Arkansas 82,500  82,590  82,500 

Arizona 17,590  53,350  46,675 

Indiana  39,140  76,480  54,062 

Iowa  235,800  194,800  182,045 

Kansas 425,378  401,244  271,394 

Minnesota 300,000  330,000  350,280 

Montana  10,000  0  0 

Nebraska  140,890  194,312  205,221 

Nevada  5,000  5,000  3,833 

New  Mexico 61,000  117,540  113,221 

North  Dakota  387,078  389.098  500,000 

Oklahoma  170,000  153,900  181,665 

Oregon  58,010  52,000  9,618 

South  Dakota 48,850  58,570  57,138 

Texas  413,110  454,421  500,000 

Utah 10,000  15,000  13,418 

Wisconsin  122,300  176,200  100,234 

Wyoming  40,000  20,000  10,150 

Total  2,710,048        2,945,938        2,807,715 

Mr.  Durbin.  Were  any  new  states  certified  for  mediation  grant 
programs  in  1994?  Did  any  state  drop  the  program  in  fiscal  year 
1994  or  request  less  funding  than  in  1993? 

Mr.  Dunn.  There  were  no  new  states  certified  for  the  mediation 
grant  program  and  no  state  dropped  out  of  the  program  in  1994. 
Several  states  including  Idaho,  Michigan,  Missouri,  North  Dakota, 
and  Louisiana  have  indicated  interest  in  being  certified  and  are 
working  on  obtaining  state  statutory  authority.  Thirteen  states  re- 
quested less  funding  in  1993  than  in  1994,  and  five  states  re- 
quested more  funding  than  in  1993. 

Mr.  Durbin.  Have  all  states  been  notified  of  your  proposal  to  no 
longer  fund  the  program  in  1995? 

Mr.  Dunn.  The  FmHA  National  Office  State  Agriculture  Loan 
Mediation  Coordinator  has  notified  all  eighteen  certified  states  of 
the  Administration's  proposal  to  eliminate  the  funding  for  the 
USDA  certified  mediation  programs. 

RESOURCE  CONSERVATION  LOANS 

Mr.  Durbin.  How  many  resource  conservation  loans  were  made 
during  fiscal  year  1993?  Are  there  any  requests  still  pending? 
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Mr.  Dunn.  There  were  no  resource  conservation  loans  obligated 
in  fiscal  year  1993,  and  there  are  no  requests  pending.  The  re- 
source conservation  program  is  presently  administered  by  the 
Rural  Development  Administration,  and  not  FmHA. 

CREDIT  SALES 

Mr.  Durbin.  For  the  record,  provide  a  five-year  table  showing  the 
annual  cost  and  the  number  of  farms  sold  through  the  credit  sales 
of  acquired  property  program. 

Mr.  Dunn.  Yes,  I  would  be  glad  to  provide  that  information. 

[The  information  follows:] 

CREDIT  SALES  OF  ACQUIRED  PROPERTY  PROGRAM 

[Annual  cost  and  number] 

c ,  „.  Acres — end  of        Estiamted  hold-         Dm»»*.  ,„m 

**•'*»  period  ingcosti  Property  sold 

1989  1,376,003   $133,472,291       1,195 

1990  1,143,739    110,942,683       1,850 

1991  998,187    96,824,139       1,230 

1992  949,922    92,142,434        188 

1993  870,216    84,410,952 1.157 

i  The  estimated  holding  cost  is  calculated  by  multiplying  a  $97  per  acre  estimated  holding/management  cost  by  the  number  ot  acquired 
acres  in  inventory  at  the  end  of  each  fiscal  year.  The  estimated  per  acre  holding  cost  was  determined  by  a  study  completed  by  FmHA's  Plan- 
ning and  Analysis  Staff  in  1992. 

Mr.  Durbin.  Describe  what  efforts  have  been  made  to  assist  dis- 
advantaged farmers  in  the  credit  sales  program. 

Mr.  Dunn.  We  have  given  the  highest  priority  to  the  beginning 
socially  disadvantaged  farmer  in  our  credit  sale  of  inventory  prop- 
erty program.  This  priority  is  captured  in  Farmers  Home  Adminis- 
tration regulation  1995-C.  We  have  also  included  in  our  fiscal  year 

1994  management  and  servicing  goals,  a  goal  requiring  our  State 
Offices  to  sell  and/or  lease  25  percent  or  the  target  participation 
rate  percentage,  whichever  is  higher,  to  socially  disadvantaged  ap- 
plicants. 

REORGANIZATION 

Mr.  Durbin.  As  part  of  the  proposal  to  reorganize  the  USDA,  the 
budget  adopts  the  savings  projected  from  the  reorganization.  If  the 
reorganization  does  not  occur,  what  increase  to  the  FmHA  budget 
would  be  necessary  to  carry  out  a  current  services  program  based 
on  fiscal  year  1994  levels? 

Mr.  Dunn.  We  would  not  need  an  increase  for  the  FY  1995 
FmHA  budget  to  carry  out  a  current  services  program  based  on  FY 
1994  levels,  even  if  the  reorganization  does  not  occur.  We  believe 
we  could  still  operate  effectively  with  12,219  staff  years  and 
$715,777,000,  excluding  program  loan  costs. 

FARMS  FOR  THE  FUTURE 

Mr.  Durbin.  For  the  record,  explain  exactly  how  the  farms  for 
the  future  program  works? 

Mr.  Dunn.  The  farms  for  the  future  loan  program  is  a  national 
farmland  protection  effort  to  preserve  farmland  resources  for  future 
generations  by  purchase  of  development  rights  on  farmland.  FmHA 
guarantees  a  loan  provided  by  a  lender  to  a  state  public  instrumen- 
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tality  for  up  to  10  years.  The  borrower's  payment  of  interest  is  sub- 
sidized by  FmHA  in  full  for  the  first  five  years  of  the  loan  term, 
and  in  part,  but  no  less  than  three  percent  for  the  remaining  five 
years.  The  state  public  instrumentality  utilizes  the  net  loan  pro- 
ceeds and  any  earnings  generated  for  purchase  of  development 
rights  on  farmland. 

Mr.  Durbin.  Were  there  any  loans  made  during  fiscal  year  1993? 

Mr.  Dunn.  A  farms  for  the  future  loan  totaling  $6.8  million  was 
guaranteed  by  FmHA  in  fiscal  year  1993  to  the  state  of  Vermont. 

Mr.  Durbin.  Are  there  any  applications  pending  so  far  in  1994? 

Mr.  Dunn.  An  application  from  Vermont  for  farms  for  the  future 
funds  has  been  received  in  fiscal  year  1994. 

Mr.  Durbin.  Describe  for  us  what  happened  in  the  State  of  Ver- 
mont with  the  funds  provided  during  fiscal  year  1993  for  this  pro- 
gram? Exactly  how  were  the  funds  used?  How  many  acres  were 
purchased  or  had  easements  placed  on  them? 

Mr.  Dunn.  According  to  the  Vermont  Housing  and  Conservation 
Board's  1994  Report  to  the  General  Assembly,  there  was 
$3,835,074  committed  to  conservation  of  agricultural  areas  in  fiscal 
year  1993.  Because  of  the  way  the  farms  for  the  future  program  is 
set  up,  there  is  no  way  to  determine  how  much  of  the  money  com- 
mitted actually  came  from  the  loan  to  the  Vermont  Housing  and 
Conservation  Board,  which  was  guaranteed  by  FmHA. 

GRANTS  FOR  SOCIALLY  DISADVANTAGED  FARMERS 

Mr.  Durbin.  You  have  requested  $5,000,000  for  grants  for  out- 
reach and  technical  assistance  for  socially  disadvantaged  farmers. 
In  your  budget  justification  you  indicate  that  the  increase  above 
fiscal  year  1994  is  to  ensure  that  socially  disadvantaged  groups  are 
receiving  the  benefits  of  the  agricultural  programs  carried  out  by 
the  USDA.  What  information  do  you  have  which  shows  that  the 
current  level  of  $3,000,000  is  not  accomplishing  that  goal? 

Mr.  Dunn.  We  expect  to  receive  by  April  1,  1994  twenty-one  five- 
year  plans  from  community  based  organizations  to  provide  out- 
reach and  technical  assistance  to  socially  disadvantaged  individ- 
uals and  families  in  rural  areas.  The  development  of  these  plans 
was  funded  from  a  $1  million  budget  received  in  fiscal  year  1993 
under  provisions  of  Section  2501  of  the  1990  FACT  Act.  The  Agen- 
cy received  approximately  90  proposals  to  develop  five-year  plans 
but  was  only  able  to  fund  21  of  these  proposals.  In  addition,  we 
continue  to  receive  numerous  inquiries  and  requests  to  provide  out- 
reach and  technical  assistance  through  community  based  organiza- 
tions. Our  past  experience  reflects  funding  requirements  of  be- 
tween $200  and  $300  thousand  per  project  per  year  to  conduct  an 
effective  outreach  and  technical  assistance  program.  The  current 
level  of  $3  million  is  not  expected  to  fund  the  legitimate  proposals 
the  agency  will  receive  during  the  fiscal  year. 

Mr.  Durbin.  Do  you  anticipate  distributing  these  funds  on  a  for- 
mula basis  or  on  a  state-by-state  request  basis? 

Mr.  Dunn.  Funds  will  be  distributed  on  the  basis  of  evaluation 
criteria  and  need. 

Mr.  Durbin.  Describe  for  us  a  typical  grant  and  how  it  would  be 
used?  Do  these  grants  go  to  individual  farmers  or  to  groups? 
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Mr.  Dunn.  Grant  funds  will  be  distributed  to  organizations  rath- 
er than  individuals.  A  typical  grant  might  be  provided  to  a  commu- 
nity based  organization  to  identify  and  personally  contact  low-in- 
come socially  disadvantaged  individuals  in  a  given  area  to  deter- 
mine their  needs  for  financial  assistance,  training,  health  care, 
education  etc.  and  follow  up  with  governmental  organizations  to 
see  that  assistance  is  provided  where  possible. 

Mr.  Durbin.  Have  all  of  the  funds  available  in  fiscal  year  1994 
been  obligated?  Please  provide  a  table  showing  the  obligations,  by 
state. 

Mr.  Dunn.  No,  we  are  awaiting  the  five-year  plans  to  be  received 
in  April  and  expect  to  obligate  the  funds  after  these  plans  have 
been  fully  evaluated  and  considered.  We  will  be  happy  to  provide 
the  Committee  with  a  list  of  the  21  organizations  that  are  develop- 
ing these  plans. 

Mr.  Durbin.  This  is  the  first  year  of  the  program.  For  the  record, 
describe  how  an  applicant  for  these  funds  is  using  them. 

Mr.  Dunn.  We  are  not  able  to  describe  how  the  applicants  are 
using  these  funds  until  we  have  completed  our  evaluations  of  the 
plans  and  actually  awarded  the  grants.  The  plans  will  include  out- 
reach opportunities  such  as:  training  of  socially  disadvantaged  par- 
ticipants in  up-to-date  farm  technology;  establishing  demonstration 
projects  to  show  improved  farming  methods;  providing  marketing 
information  and  training  in  marketing  of  farm  products;  assisting 
and  advising  socially  disadvantaged  farmers  on  how  to  receive  gov- 
ernmental assistance;  and  learning  to  keep  records  and  proper  ac- 
counting methods  to  improve  business  skills. 

RURAL  HOUSING  VOUCHER  PROGRAM 

Mr.  Durbin.  The  fiscal  year  1994  appropriation  provided 
$25,000,000  for  the  rural  housing  voucher  program.  Recently,  it 
was  decided  by  Congress  to  rescind  those  funds.  Your  fiscal  year 
1995  budget,  as  in  past  years,  proposes  a  voucher  program.  Are  all 
rules  and  regulations  for  such  a  program  in  place? 

Mr.  Dunn.  The  proposed  rules  and  regulations  are  going  through 
clearance  now  within  FmHA.  We  intend  to  have  the  rules  pub- 
lished in  final  form  for  implementation  as  close  to  the  beginning  of 
fiscal  year  1995  as  possible  so  we  will  be  ready  to  obligate  the 
funds  when  appropriated. 

Mr.  Durbin.  How  would  these  funds  be  distributed  to  the  states? 

Mr.  Dunn.  We  anticipate  that  the  $25,000,000  will  result  in  ap- 
proximately 1,215  housing  vouchers.  In  order  to  have  feasible 
projects  that  local  groups  can  administer — approximately  30-50 
vouchers  per  grantee — we  propose  to  limit  the  distribution  to  fif- 
teen states  needing  the  voucher  program,  allowing  two  grantees 
per  state  at  about  30  vouchers  per  grantee.  To  do  this  equitably, 
we  have  developed  a  distribution  formula  that  recognizes  the  prior- 
ity to  be  given  to:  tenants  in  our  section  515  rural  rental  housing 
program  who  are  rent  overburdened,  and  to  515  facilities  where  va- 
cancies exist  because  of  lack  of  rental  subsidies.  We  have  also  in- 
cluded a  factor  to  recognize  the  need  for  such  assistance  generally 
by  very  low-income  tenants  and  will  give  priority  to  states  with 
higher  percentage  available  rental  units.  These  factors  reflect  the 
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mandated  priority  to  be  given  to  RRH  projects  with  vacancies  and 
rent-overburdened  tenants  in  RRH  complexes. 

Mr.  Durbin.  Describe  an  individual  in  this  program  and  his/her 
eligibility  requirements  and  how  long  they  could  stay  in  the  pro- 
gram. How  much  would  a  voucher  be  worth  and  how  long  is  it  ac- 
tive? 

Mr.  Dunn.  Eligibility  is  limited  to  rural,  very  low-income  persons 
or  families  who  have  no  other  rental  subsidy  or  similar  housing 
voucher  assistance.  With  the  assistance  of  the  voucher  program  op- 
erator, such  person  or  family  would  be  able  to  occupy  a  decent,  safe 
and  sanitary  unit,  paying  up  to  30  percent  of  their  income  for  rent 
and  utilities.  The  voucher  would  cover  the  difference  between  the 
tenant's  payment  and  the  actual  rent,  capping  at  the  fair  market 
rent  determined  locally  with  FmHA  concurrence. 

The  program  would  operate  much  like  the  HUD  housing  voucher 
program,  except  that  the  grantees  are  not  limited  to  being  public 
housing  agencies,  and  the  term  of  the  agreement  with  the  public 
or  private  nonprofit  we  fund  is  limited  to  five  years.  Therefore,  per- 
sons or  families  assisted  would  have  rental  assistance  for  up  to  five 
years.  For  fund  distribution  and  budgeting  purposes,  the  estimated 
value  of  the  voucher  is  $20,580  including  the  local  administrative 
costs  of  approximately  8  percent. 

Mr.  Durbin.  Does  the  Department  of  Housing  and  Urban 
Developement — HUD — have  any  similar  program?  For  the  record, 
provide  a  five-year  funding  history  of  the  HUD  program. 

Mr.  Dunn.  Yes,  HUD  does  have  a  similar  program,  but,  we  have 
created  some  differences  that  can  make  the  FmHA  program  more 
workable  in  rural  areas.  HUD's  use  of  funds  for  their  voucher  pro- 
gram for  the  past  five  years  will  be  provided  for  the  record. 

[The  information  follows:] 

HUD  VOUCHER  PROGRAM 

Fiscal  year  Amout  Units 

1990  662,075,000      23.074 

1991  588,160,000      19,231 

1992  758,890,000      17,878 

1993  703,296,000      24,571 

1994,  estimated  760,737,000 23,140 

Mr.  Durbin.  If  Congress  is  to  provide  $25,000,000  for  your  pro- 
posed new  voucher  program,  would  residents  of  section  5 15  be  eligi- 
ble for  this  voucher  program? 

Mr.  Dunn.  Yes,  residents  of  section  515  complexes  would  be  eligi- 
ble to  receive  a  housing  voucher. 

SINGLE  FAMILY  HOUSING  LOANS — SECTION  502 

Mr.  Durbin.  Would  you  please  provide  for  the  record  a  table 
showing  the  number  and  dollar  amount  of  Section  502  loans  made 
for  each  of  the  past  ten  years? 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 


56,126 

$1,844,137 

51,962 

1,789,553 

36,210 

1,155,347 

33,612 

1,143,926 

35,508 

1,270,803 

35,452 

1,266,863 

36,244 

1,310,764 

32,375 

1,276,230 

29,847 

1,253,800 

30,444 

1,291,308 
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FARMERS  HOME  ADMINISTRATION  SECTION  502  DIRECT  RURAL  HOUSING  LOANS  OBLIGATED 

FY  1984  THROUGH  FY  1993 
(Dollars  in  thousands] 

Fiscal  year  Number  of  loans  Amount 

1984  

1985  

1986  

1987  

1988  

1989  

1990  

1991  

1992  

1993  

FARMERS  HOME  ADMINISTRATION  SECTION  502  GUARANTEED  RURAL  HOUSING  LOANS  OBLIGATED 

FY  1991  THROUGH  FY  1993 

[Dollars  in  thousands] 

F,scal  year  ""^  Amount 

1991  662     $38,400 

1992  3,844     214,393 

1993  8,947    539,839 

Mr.  Durbin.  For  the  record,  would  you  provide  us  with  a  table 
showing  the  numbers  of  pending  requests,  by  state,  for  all  section 
502  loan  programs  as  of  the  end  of  fiscal  year  1993? 

Mr.  Dunn.  I  will  provide  a  table  for  the  record  showing  the  num- 
ber of  pending  requests  for  all  section  502  and  section  504  loan  pro- 
grams as  of  the  end  of  fiscal  year  1993. 

[The  information  follows:] 

SINGLE  FAMILY  HOUSING  APPLICATIONS  ON  HAND  AS  OF  SEPTEMBER  30,  1993 

...  Number  of 

ilale  applications 

Alabama  920 

Alaska  272 

Arizona  1,625 

Arkansas  1,052 

California  888 

Colorado 774 

Connecticut 726 

Delaware 138 

Florida 1,002 

Georgia  1,781 

Hawaii 81 

Idaho 426 

Illinois  873 

Indiana  1.008 

Iowa  659 

Kansas 598 

Kentucky  1,552 

Louisiana  1.842 

Maine  1.013 

Maryland  796 

Massachusetts 3,417 

Michigan  4,260 

Minnesota  566 

Mississippi 4,150 
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SINGLE  FAMILY  HOUSING  APPLICATIONS  ON  HAND  AS  OF  SEPTEMBER  30,  1993— Continued 

-.  .  Number  ol 

applications 

Missouri  1,027 

Montana 162 

Nebraska 244 

Nevada 192 

New  Hampshire  267 

New  Jersey  1.188 

New  Mexico 688 

New  York 1.049 

North  Carolina  1,502 

North  Dakota  157 

Ohio  1.431 

Oklahoma 655 

Oregon  r 1.300 

Pennsylvania 2.265 

Puerto  Rico  1.276 

Rhode  Island  620 

South  Carolina 1.831 

South  Dakota 242 

Tennessee  2,790 

Texas 1.971 

Utah  198 

Vermont  177 

Virgin  Islands  63 

Virginia  1.440 

W.  Pacific  Areas  389 

Washington  1,477 

West  Virginia  976 

Wisconsin 890 

Wyoming  336 

State  Totals 57.222 

DEFERRED  MORTGAGE  PROGRAM 

Mr.  Durbin.  How  much  of  the  section  502  program  is  used  for 
the  deferred  mortgage  program  in  fiscal  years  1994  and  1995? 

Mr.  Dunn.  In  FY  1994,  as  of  March  10,  1994,  304  loans  with  a 
total  obligation  of  $17,518,600  have  been  made  for  the  Section  502 
deferred  mortgage  program. 

It  is  estimated  that  $48,650,000  will  be  used  for  the  Section  502 
deferred  mortgage  program  in  FY  1995. 

In  FY  1993,  531  deferred  mortgage  loans  were  made  with  a  total 
obligation  of  $32,123,220. 

Mr.  Durbin.  Subtitle  C  of  the  Housing  and  Community  Develop- 
ment Act  of  1987  allows  for  both  equity  loans  and  non-profit 
buyouts  for  preservation  of  rural  housing.  Can  you  describe  each  of 
these? 

Mr.  Dunn.  I'd  be  glad  to.  The  equity  loan  provisions  are  one  of 
a  number  of  financial  incentives  the  law  authorizes  us  to  offer  a 
seller  as  enticement  to  preserve  low-income  housing  stock.  A  non- 
profit buyout  is  authorized  when  a  seller  considers  a  financial  in- 
centive offer,  rejects  it,  and  attempts  to  continue  the  sale  of  the 
housing  complex.  Under  the  law  such  sales  can  occur  only  if  the 
seller  offers  to  sell  the  property  first  to  a  non-profit  organization. 
Under  such  circumstances  the  Government  can  offer  financial  as- 
sistance to  help  a  non-profit  organization  buy  out  the  seller  and 
preserve  low-income  housing  stock. 


3 

$504,200 

33 

11,156,800 

62 

20,454,413 

44 

23,161,450 

30 

11,499,988 

71 

24,891,463 

60 

17,864,230 
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Mr.  Durbin.  Please  provide  for  us  the  number  and  dollar  volume, 
by  fiscal  year,  of  equity  and  non-profit  buyouts. 

Mr.  Dunn.  I  will  provide  for  the  record  information  regarding  the 
number  and  dollar  volume,  by  fiscal  year,  of  equity  loans  and  non- 
profit buyouts. 

[The  information  follows:] 

EQUITY  LOANS 

Fiscal  year  ""J^0'  Amount 

1988  

1989  

1990  

1991  

1992  

1993  

1994  (to  date) 

NONPROFIT  LOANS 

Fiscal  Year  """J^-  Amount 

1988  

1989  

1990  

1991  

1992  

1993  

1994  (to  date) 

HOUSING  INVENTORY 

Mr.  Durbin.  How  many  houses  do  you  currently  have  in  inven- 
tory, by  state.  And  what  is  the  total  estimated  value  of  this  hous- 
ing? 

Mr.  Dunn.  A  list  by  State  of  the  SFH  inventory  as  of  February 
28,  1994,  and  the  total  market  value  of  this  housing  will  be  pro- 
vided for  the  record. 

[The  information  follows:] 


0 

0 

1 

$101,500 

1 

99,000 

7 

4,347,510 

0 

0 

9 

1,770,404 

3 

1,588,451 
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SINGLE  FAMILY  HOUSING  PROPERTIES  IN  INVENTORY 
BY  STATE,  AS  OF  FEBRUARY  28.  1994 


STATE 


Alabama 

107 

5 

67 

Alaska 
Arizona 

Arkansas 

151 

California 

134 

Colorado 

18 

Connecticut 

15 

Delaware 

2 

Florida 

132 

Georgia 

163 

Hawaii 

2 

Idaho 

12 

Illinois 

39 

Indiana 

10 

Iowa 

3 

Kansas 

38 

Kentucky 

48 

Louisiana 

148 

Maine 

20 

Maryland 

17 

Massachusetts 

14 

Michigan 

76 

Minnesota 

40 

Mississippi 

335 

Missouri 

93 

Montana 

8 

Nebraska 

13 

Nevada 

2 

New  Hampshire 

21 

New  Jersey 

141 

New  Mexico 

28 

New  York 

57 

North  Carolina 

101 

North  Dakota 

25 

Ohio 

20 

Oklahoma 

83 

Oregon 

22 

Pennsylvania 

35 

Rhode  Island 

0 

South  Carolina 

133 

South  Dakota 

8 

Tennessee 

42 

Texas 

367 

Utah 

5 

Vermont 

7 

Virginia 

110 

Washington 

7 

West  Virginia 

55 

Wisconsin 

20 

Wyoming 

9 

Puerto  Rico 

177 

Virgin  Islands 

0 

West.  Pac.  Terr. 

0 

NO  OF  PROPERTIES   MARKET  VALUE 


3,023,150 
352,500 
2,664,000 
4,110,250 
7,809,910 
772,200 
1,105,700 
84,000 
4,504,860 
5,467,430 
162,500 
486,200 
913,300 
416,450 
136,000 
1,077,900 
1,405,720 
3,688,720 
856,800 
915,300 
714,650 
2,544,420 
1,862,390 
9,258,130 
2,996,320 
265,300 
416,500 
76,500 
878,750 
7,121,620 
986,700 
1,938,670 
3,980,640 
652,400 
651,310 
2,074,730 
1,075,440 
1,176,800 
0 
4,397,800 
265,900 
1,156,510 
9,962,580 
219,000 
367,400 
4,241,600 
393,500 
1,545,300 
698,800 
360,000 
6,502,100 
0 
0 


TOTAL 


3,185 


$  108,734,650 
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INVENTORY  HOUSING  FOR  HOMELESS 

Mr.  Durbin.  Last  year,  Mrs.  Longino  stated  that  USDA  planned 
to  make  some  of  its  inventory  housing  available  to  public  housing 
authorities  and  community  based  nonprofit  groups,  for  rent  with 
option  to  purchase,  so  that  these  can  be  used  by  needy  rural  peo- 
ple. Did,  in  fact,  USDA  provide  any  inventory  property  to  such 
groups? 

Mr.  Dunn.  FmHA  has  109  single  family  housing  inventory  units 
leased  in  17  states  to  35  public  bodies  and  nonprofit  organizations 
for  transitional  housing  for  the  homeless.  This  is  a  big  increase 
over  the  leases  that  were  in  place  a  year  ago.  A  list  of  the  states 
with  leases  and  the  number  of  leases  will  be  provided  for  the 
record. 

[The  information  follows:] 

LEASES  FOR  HOMELESS  OR  TRANSITIONAL  HOUSING 


State 

Number  ot 
leases 

Alabama  

1 

Arkansas  

5 

Arizona  

3 

Georgia  

5 

Idaho 

2 

Indiana  

1 

Kentucky  

1 

Louisiana  

23 

Maine  

2 

Minnesota  

1 

Missouri  

16 

Oklahoma 

6 

Oregon  

2 

Pennsylvania 

1 

Texas  

30 

Virginia  

9 

Washington  

1 

Total  

109 

DOMESTIC  FARM  LABOR  HOUSING — SECTION  514 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  the 
number  and  dollar  amount  of  Sec.  514,  domestic  farm  labor  hous- 
ing loans,  by  year  for  each  of  the  past  ten  years. 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION  DOMESTIC  FARM  LABOR  HOUSING  LOAN  OBLIGATIONS 

FY  1984  THROUGH  FY  1993 
[Dollars  in  thousands] 


Fiscal  year  Actual 


Number  of 
loans 


1984  $5,485  76 

1985  17,588  117 

1986  10,675  67 

1987  10,686  44 

1988  11,372  61 

1989  11,446  70 
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FARMERS  HOME  ADMINISTRATION  DOMESTIC  FARM  LABOR  HOUSING  LOAN  OBLIGATIONS 
FY  1984  THROUGH  FY  1993— Continued 

[Dollars  in  thousands] 
Fiscal  year  Actual  Nu^0' 

1990  11,287  73 

1991  13.836  57 

1992  15,942  53 

1993  16.300  32 

Mr.  DURBIN.  What  is  the  total  number  of  applications  and  dollar 
amounts  of  section  514  loans  pending,  by  state,  as  of  the  end  of  fis- 
cal year  1993?  What  is  on  hand  currently  in  fiscal  year  1994? 

Mr.  Dunn.  The  status  for  this  program  will  be  provided  for  the 
record. 

[The  information  follows:] 

SECTION  514  LOANS  PENDING  AS  OF  YEAR  END,  FY  1993 


State 


Number  of 
loans 


Loans  authorized 
and  pending 


California 

Florida 

Illinois 

Minnesota  .... 

Ohio  

Oregon  

Pennsylvania 
Washington  „ 
Wisconsin 


4 

$7,216,700 

2 

3.097,850 

1 

957,500 

1 

98,000 

1 

405,800 

3 

478,000 

1 

949,000 

1 

319,068 

1 

66,700 

Total 15 

13,589,498 

SECTION  514  LOANS  PENDING  AS  OF  MARCH  10,  1994 

«3te                                                                      *"£" 

Loans  authorized 
and  pending 

California  6  $18,237,014 

Colorado 2  532,027 

Florida 1  1,879,470 

Minnesota  1  98,000 

Nebraska 1  1,081,857 

Ohio  1  693,700 

Oregon  4  1,963,140 

Pennsylvania 1  949.000 

Wisconsin 1  66,700 

Total 18  25,500,908 

As  of  March  10.  1994,  we  have  obligated  $7,036,340  out  of  the  $16.3  million  available  for  1994.  leaving  a  balance  of  $9,263,660.  There 
are  currently  18  applications  on  hand  amounting  to  $25,500,908. 

RURAL  HOUSING  PRESERVATION  GRANTS 

Mr.  Durbin.  Please  provide  a  ten-year  table,  for  the  record, 
showing  the  number  and  dollar  amount  of  rural  housing  preserva- 
tion grants? 

Mr.  Dunn.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 
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FARMERS  HOME  ADMINISTRATION  RURAL  HOUSING  PRESERVATION  GRANTS  FISCAL  YEAR  1984 

THROUGH  FISCAL  YEAR  1993 
[Dollar  in  thousands] 

r      ,  «.»...i  Number  of 

Fiscal  year  Actual  gran(s 

1984  0       0 

1985  0       0 

1986  $19,140     129 

1987  19,140  155 

1988  19,140  156 

1989       19,140  158 

1990  19,140  160 

1991  23,000  193 

1992         23,000  190 

1993  23,000  198 

Mr.  Durbin.  What  is  the  total  number  of  grants  and  the  dollar 
amount,  of  these  grants  pending  as  of  the  end  of  fiscal  year  1993? 

Mr.  Dunn.  For  fiscal  year  1993,  the  Agency  received  377  eligible 
applications  for  Rural  Housing  Preservation  Grants,  totalling 
$50,042,152.  Of  these,  the  Agency  was  able  to  fund  195  grantees, 
using  all  of  our  $23,000,000  appropriation.  Since  we  send  out  an 
annual  notice  of  funding,  those  not  funded  are  technically  not 
"pending^'  and  are  encouraged  to  reapply  next  fiscal  year. 

SELF-HELP  HOUSING  GRANTS 

Mr.  Durbin.  Please  provide  for  the  record  a  5-year  table,  show- 
ing the  number  and  dollar  amount  by  state,  of  self-help  housing 
grants.  What  was  the  total  dollar  amount  of  pending  requests  at 
the  end  of  fiscal  year  1993? 

Mr.  Dunn.  A  5-year  history  of  self-help  grants  by  State,  with  the 
number  of  obligations  and  the  dollar  amount  will  be  provided  for 
the  record. 

[The  information  follows:] 
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SELF-HELP  GRANTS  OBLIGATIONS 
FROM  FY  1989  -  1993 


State 

Alabama 

Arizona 

Arkansas 

California 

Colorado 

Delaware 

Florida 

Hawaii 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

New  Mexico 

North  Carolina 

Ohio 

Oklahoma 

Tennessee 

Texas 

Virginia 

Washington 

Washington  DC 

Wisconsin 

Total 


FY  1993 

No.  of 

Obligations 

Amount 

2 

$  110,800 

2 

320,220 

8 

1,198,330 

9 

10,399,342 

1 

27,750 

1 

276.621 

2 

254,640 

2 

375,070 

1 

180,000 

3 

312,880 

2 

21,240 

1 

208,500 

1 

6,250 

4 

328,780 

1 

45,400 

1 

171,000 

2 

161,680 

5 

990,339 

1 

10,000 

2 

224,450 

2 

20,000 

3 

1,204,050 

1 

55,000 

3 

1,104,200 

60 

$18,006,542 

At  the  end  of  fiscal  year  1993,  the  amount  of  pending  requests  totaled 
$359,000. 
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State 

Arizona 

Arkansas 

California 

Colorado 

Delaware 

Florida 

Hawaii 

Maine 

Maryland 

Michigan 

Minnesota 

Mississippi 

Ohio 

Oklahoma 

Texas 

Virginia 

Washington 

Wisconsin 


FY  1992 
No.  of 
Obligations 

2 
1 

4 
1 
2 
3 
1 
3 
1 
1 
1 
10 
5 
4 
1 
1 
4 
2 


Amount 


$716 

9 

2,219 

298 

70 

838 

163 

308 

10 

9 

10 

1,127 

445 

235 

112 

10 

1,340 

177 


,800 
,950 
,495 
,790 
,107 
,159 
,720 
,680 
,000 
,600 
,000 
,320 
,000 
,768 
,420 
,000 
,460 
,850 


Total 

47 

FY  1991 
No.  of 

$8,104,119 

State 

Obligations 

Amount 

Arizona 

2 

$439,800 

Arkansas 

3 

329,920 

California 

5 

6,924,640 

Colorado 

2 

216,000 

Delaware 

1 

287,330 

Florida 

1 

566,921 

Hawaii 

1 

427,740 

Maine 

1 

10,000 

Maryland 

1 

191,010 

Massachusetts 

1 

294,080 

Minnesota 

1 

4,210 

Mississippi 

4 

189,700 

New  Mexico 

2 

250,750 

Oklahoma 

6 

1,103,001 

Texas 

1 

25,000 

Washington 

4 

1,152,700 

Wisconsin 

4 

743,050 

Total 


40 


$13,155,852 
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FY  1990 

No. 

of 

State 

Obligations 

Arizona 

1 

Arkansas 

1 

California 

3 

Colorado 

1 

Delaware 

1 

Florida 

1 

Hawaii 

1 

Massachusetts 

3 

Mississippi 

3 

North  Carolina 

1 

Ohio 

1 

Oklahoma 

1 

Texas 

1 

Washington 

3 

Wisconsin 

4 

Amount 


$410 
12 

1,614 
28 
271 
286 
117 
261 
346 
154 
568 
308 
191 

1,141 
646 


,000 
,250 
,854 
,800 
,608 
,012 
,820 
,110 
,920 
,500 
,300 
,906 
,660 
,450 
,590 


Total 


26 


$6,360,780 


FY  1989 

No. 

of 

State 

Obligations 

Arizona 

2 

Arkansas 

1 

California 

4 

Colorado 

2 

Florida 

2 

Michigan 

2 

Mississippi 

2 

New  Mexico 

3 

Oklahoma 

5 

Washington 

2 

Wisconsin 

1 

Amount 


$703 
136 

3,980 
313 

1,845 

50 

377 

378 

1,779 
516 
117 


,450 
,000 
,700 
,370 
,749 
,520 
,560 
,690 
,860 
,290 
,811 


Total 


26 


$10,200,000 
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VERY  LOW-INCOME  HOUSING  REPAIR  GRANTS 

Mr.  Durbin.  Please  provide  for  the  record  a  ten-year  table  show- 
ing the  number  and  dollar  amounts  of  very  low-income  repair 
grants. 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION  VERY  LOW-INCOME  HOUSING  REPAIR  GRANTS 

FISCAL  YEAR  1984  THROUGH  FISCAL  YEAR  1993 

[Dollar  in  thousands] 

Fiscal  year  Actual  Nug^s°' 

1984  $12,500     3,642 

1985  12,498  3,715 

1986  13,891  4,138 

1987  12,498  3,623 

1988  12,500  3,656 

1989  12,500  3,684 

1990  12,642  3,664 

1991  12,740  3,695 

1992  12,803  3,678 

1993  12,807  3,637 

Mr.  Durbin.  What  is  the  number  and  dollar  amounts,  by  state, 
of  pending  requests  for  grants  on  the  very-low-income  housing  re- 
pair program  as  of  the  end  of  fiscal  year  1993? 

Mr.  Dunn.  Reports  do  not  separate  repair  loan  and  grant  appli- 
cations. The  total  number  of  section  504  applications  pending  at 
the  end  of  fiscal  year  1993  was  7.357.  This  number  would,  with  an 
average  of  $3,719  each,  utilize  $27,360,683  in  section  504  repair 
funds.  The  following  information  on  the  number  and  estimated  dol- 
lar amount  pending  for  each  state  is  provided. 

[The  information  follows:] 
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SECTION  504  APPLICATIONS 


STATE 

NUMBER 
150 

ESTIMATED  DOLLARS 

ALABAMA 

$557,850 

ALASKA 

1 

3,719 

ARIZONA 

85 

316,115 

ARKANSAS 

248 

922,312 

CALIFORNIA 

40 

148,760 

COLORADO 

30 

111,570 

CONNECTICUT 

3 

11,157 

DELAWARE 

21 

78,099 

FLORIDA 

77 

286,363 

GEORGIA 

292 

1,085,948 

HAWAII 

59 

219,421 

IDAHO 

22 

81,818 

ILLINOIS 

97 

360,743 

INDIANA 

58 

215,702 

IOWA 

127 

472,313 

KANSAS 

72 

267,768 

KENTUCKY 

200 

743,800 

LOUISIANA 

392 

1,457,848 

MAINE 

78 

290,082 

MARYLAND 

19 

70,661 

MASSACHUSETTS 

24 

89,256 

MICHIGAN 

76 

282,644 

MINNESOTA 

49 

182,231 

MISSISSIPPI 

623 

2,316,937 

MISSOURI 

135 

502,065 

MONTANA 

9 

33,471 

NEBRASKA 

28 

104,132 

NEVADA 

3 

11,157 

NEW  HAMPSHIRE 

5 

18,595 

NEW  JERSEY 

20 

74,380 

NEW  MEXICO 

32 

119,008 

NEW  YORK 

137 

509,503 

NORTH  CAROLINA 

320 

1,190,080 

NORTH  DAKOTA 

23 

85,537 

OHIO 

167 

621,073 

OKLAHOMA 

122 

453,718 

OREGON 

33 

122,727 

PENNSYLVANIA 

350 

1,301,650 

PUERTO  RICO 

248 

922,312 

RHODE  ISLAND 

3 

11,157 

SOUTH  CAROLINA 

212 

788,428 

SOUTH  DAKOTA 

49 

182,231 

TENNESSEE 

275 

1,022,725 

TEXAS 

1,282 

4,767,758 

UTAH 

7 

26,033 

VERMONT 

22 

81,818 

VIRGIN  ISLANDS 

0 

0 

VIRGINIA 

84 

312,396 

WASHINGTON 

53 

197.107 

W.  PACIFIC  AREAS 

722 

2,685,118 

WEST  VIRGINIA 

101 

375,619 

WISCONSIN 

69 

256,611 

WYOMING 

3 
7,357 

11,157 

TOTAL 

27,360,683 
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COMPENSATION  FOR  CONSTRUCTION  DEFECTS 

Mr.  Durbin.  Please  provide  for  the  record  a  ten-year  table  show- 
ing the  number  and  dollar  amount  of  compensation  for  construction 
defects  payments  made  over  the  past  ten  years. 

Mr.  Dunn.  I  will  be  glad  to  provide  the  information  for  the 
record. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION  COMPENSATION  FOR  CONSTRUCTION  DEFECTS, 

FY  1984  THROUGH  FY  1993 

[Dollars  in  thousands] 

Fiscal  year  Actual  ""J*"' 

1984  $395      117 

1985  527  153 

1986  269  100 

1987  241  78 

1988  258  70 

1989  314  69 

1990  179  37 

1991  169  76 

1992  193  35 

1993  306 93 

Mr.  Durbin.  What  is  the  unoligated  balance  carried  into  1994  for 
this  program? 

Mr.  Dunn.  The  unobligated  balance  of  $1,350,000  was  carried 
forward  into  1994  for  the  Compensation  for  Construction  Defects 
grant  program. 

Mr.  Durbin.  Are  there  any  pending  applications  on  hand  that 
have  not  been  funded? 

Mr.  Dunn.  Requests  for  compensation  for  construction  defects 
payments  are  received  and  approved  on  a  regular  ongoing  basis. 
There  is  no  backlog  of  unfunded  requests. 

SELF-HELP  LAND  DEVELOPMENT  FUND 

Mr.  Durbin.  Please  list  all  the  loans  made  under  the  self-help 
housing  land  development  fund  during  fiscal  year  1993. 

Mr.  Dunn.  There  were  no  loans  made  under  the  self-help  hous- 
ing land  development  fund  during  fiscal  year  1993. 

Mr.  Durbin.  Are  there  any  existing  applications  on  hand  for  the 
self-help  housing  land  development  fund  so  far  in  1994? 

Mr.  Dunn.  There  are  no  applications  on  hand  so  far  in  1994  for 
self-help  housing  land  development. 

USER  FEES 

Mr.  Durbin.  During  fiscal  year  1993,  what  user  fees  were  col- 
lected for  ACIF  and  RHIF? 
Mr.  Dunn.  I  will  provide  the  information  for  the  record. 
[The  information  follows:] 

FEE  COLLECTIONS— FY  1993 

Souce  ACIF  RHIF 

Guaranteed  Fees $12,077,185         $4,275,018 
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FEE  COLLECTIONS— FY  1993— Continued 


Souce  ACIF  RHIF 


Late  Fees  

Insurance  Charges  

Application/Transfer  

Fees — Guar  Loans 

Transfer  Fees/Appraisal  .. 

Fees — Guar  Loans 

Inspection  Fees 

Credit  Report  Fees 

Appraisal  Fees 

Direct  Loans  

Conditional  Commitment 

Occupancy  Surcharge 

Total  Fees  


0 
6,991 

4,20.017 
8,129 

0 

9,356 

0 

0 

166.868 

0 

0 

2,303,879 

26,320 

0 

0 

$12,277,366 

1,466.313 

236.620 

819.606 

$8,698,904 

FARMER  MAC 

Mr.  Durbin.  Did  the  Farmers  Home  Administration  participate 
in  any  Farmer  Mac  loan  pooling  activities  during  fiscal  year  1993? 
Describe  how  the  Farmer  Mac  pooling  program  works.  Are  there 
any  benefits  to  the  Federal  Government  from  the  Farmer  Mac  pro- 
gram? 

Mr.  Dunn.  Farmer  Mac  is  an  organization  that  provides  a  sec- 
ondary market  for  quality  non-guaranteed  agricultural  loans. 
Farmer  Mac  II,  a  separate  Farmer  Mac  program,  was  established 
in  legislation  to  exclusively  pool  FmHA  guaranteed  loans.  In  the 
Farmer  Mac  II  program,  Farmer  Mac  buys  Guaranteed  portions, 
groups  them  into  pools,  and  issues  securities  backed  by  the  pools. 

Any  lender  or  holder  of  a  guaranteed  loan  may  sell  the  guaran- 
teed portion  directly  to  Farmer  Mac.  When  Farmer  makes  a  pur- 
chase, the  seller  may  receive  cash  or  take  back  a  Farmer  Mac  secu- 
rity. 

After  selling  guaranteed  portions  to  Farmer  Mac,  lenders  retain 
all  servicing  responsibilities  on  the  underlying  loans.  Farmer  Mac 
does  not  add  any  borrower-related  servicing  requirements.  Lenders 
simply  remit  payments  they  collect  on  sold  guaranteed  portions  to 
Farmer  Mac's  Trustee,  who  pays  the  investors. 

The  Farmer  Mac  II  program  provides  more  credit  at  better  terms 
for  farm  borrowers  since  the  lender  is  able  to  sell  the  guaranteed 
portion,  improve  liquidity,  and  remove  much  of  interest  rate  risk 
on  longer  term  loans.  When  combined  with  an  FmHA  guarantee, 
a  Farmer  Mac  pooling  program  substantially  reduces  the  risk  asso- 
ciated with  agricultural  loans  and  increases  the  number  of  farmers 
able  to  qualify  for  commercial  credit.  This  reduces  the  demand  on 
scarce  direct  funds  allowing  FmHA  to  assist  more  farmers. 

[The  information  follows:] 

FARMER  MAC  11—1993  DISTRIBUTION  BY  GUARANTEE  AMOUNT  PURCHASED 

Guarantee  amount  purchased  Number  of  loans  Total 

$0-550,000  

$50,001-$100,000  

$100,001-$150,000  

$150,001-$200,000  

$200,001-250.000  

$250,001-$300.000  

$300,001-$350,000  


59 

$1,982,794 

118 

8,755,120 

74 

9,136,570 

39 

6,553,575 

27 

6,022.118 

26 

6.980,865 

2 

624.181 
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FARMER  MAC  11—1993  DISTRIBUTION  BY  GUARANTEE  AMOUNT  PURCHASED— Continued 


Guarantee  amount  purchased 

Number  of  loans 

Total 

$350  001 -$400  000 

1 

360,000 

346 

40,415,223 

SUPERVISORY  TECHNICAL  ASSISTANCE  GRANTS 

Mr.  Durbin.  We  are  aware  that  you  carried  over  the  entire 
amount  that  was  appropriated  for  the  supervisory  technical  assist- 
ance grants  in  fiscal  year  1993.  Do  you  have  any  rules  and  regula- 
tions in  place  now  to  implement  the  program  for  fiscal  year  1994? 

Mr.  Dunn.  Yes,  we  have  regulations  in  place  to  implement  this 
program.  Under  the  category  "supervisory  and  technical  assistance 
grants,"  we  actually  have  two  programs — Housing  Application 
Packaging  Grants — HAPG,  and  Homebuyer's  Education  Program — 
HEP.  Both  programs  have  been  published  in  the  Federal  Register. 
HAPG  was  implemented  in  December  1993.  We  expect  HEP  to 
start-up  in  the  fourth  quarter  of  1994. 

Mr.  Durbin.  Have  any  grants  for  supervisory  and  technical  as- 
sistance been  made  during  fiscal  year  1994? 

Mr.  Dunn.  We  have  not  made  any  grants  for  supervisory  and 
technical  assistance  so  far  in  fiscal  year  1994. 

Mr.  Durbin.  Are  there  any  pending  applications? 

Mr.  Dunn.  We  have  received  notification  of  pending  applications 
in  Kentucky  and  Tennessee. 

SECTION  502  RENTAL  ASSISTANCE 

Mr.  Durbin.  For  the  record,  please  provide  a  five-year  table 
showing  the  amount  of  funds  used,  annually,  for  the  section  502C 
rental  assistance  program. 

Mr.  Dunn.  I  will  be  glad  to  provide  that  information  for  the 
record. 

[The  information  follows:] 

Section  502(c)(5)(D)  rental  assistance  actual  obligations— FY  1989  through  FY  1993 

Fiscal  year:  Amount  obligated 

1989  $88,376 

1990  44,188 

1991  3,025,165 

1992  240,971 

1993  521,960 

RENTAL  HOUSING  SITE  LOANS 

Mr.  Durbin.  The  budget  requests  a  $32,000  increase  in  the  sec- 
tion 524  rural  housing  site  loans  program.  The  budget  justification 
indicates  that  two  loans  will  be  made  in  fiscal  year  1995.  For  the 
record,  please  provide  a  five-year  history  of  the  number  of  loans, 
by  state,  that  have  been  made. 

Mr.  Dunn.  I  will  provide  that  for  the  record. 

State  Obligations        Dollar  amount 

FY  1992: 

California 2         $350,000 

Minnesota  1  21,400 
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State  Obligations        Dollar  amount 


Total  3  371,400 

FY  1991: 

California 1  379,000 

Minnesota  1  220,993 

Total  2  599.993 

FY  1990: 

California 1  115.000 

Total  ! 1  115.000 

FY  1989 

California 1  428,000 

Mr.  Durbin.  Are  any  of  these  loans  in  default  or  delinquent? 
Mr.  Dunn.  Yes,  one  loan  in  Minnesota  is  delinquent. 

INDIAN  TRIBE  LAND  ACQUISITION  LOAN  PROGRAM 

Mr.  Durbin.  For  the  record,  please  provide  a  table  showing  the 
five-year  history  of  the  Indian  tribe  land  acquisition  loan  program. 
Show,  by  state,  the  dollar  amount,  and  number  of  loans  made  each 
year. 

Mr.  Dunn.  I  will  submit  the  information  for  the  record. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION  INDIAN  LAND  ACQUISITION  OBLIGATIONS  FISCAL  YEARS  1989- 

1993 

No.  of  loans       Amount  obligated 


Fiscal  year  1993 

Idaho 1  $520,000 

Oklahoma 1  92,000 

Fiscal  year  1992 

Idaho 1  388,000 

North  Dakota  1  600,000 

Fiscal  year  1991 

Nebraska 1  140,000 

Oregon  1  127,350 

Fiscal  year  1990 

Idaho 1  520,000 

Wisconsin 1  480,000 

Fiscal  year  1989 

Idaho 1  120,000 

Mr.  Durbin.  Are  any  of  these  loans  in  default  or  delinquent? 

Mr.  Dunn.  Yes,  out  of  a  total  of  30  loans,  there  are  three  loans 
which  are  delinquent. 

Mr.  Durbin.  Mr.  Obey  and  Mr.  Lewis,  members  of  the  Commit- 
tee, have  questions  they  would  like  answered  for  the  record. 

State  Mediation  Program 

Mr.  Obey.  The  Farm  Mediation  and  Arbitration  Program,  which  assists  farmers 
and  lenders  in  finding  solutions  to  debt  payment  problems,  was  funded  at  $4  million 
in  FY94,  but  the  Administration  proposes  no  funding  in  FY95. 

According  to  program  volunteers  in  Wisconsin,  this  program  has  assisted  at  least 
240  Wisconsin  farm  families  since  1988  at  a  cost  of  $474,500.  Program  savings  for 
the  Farmers  Home  Administration,  in  terms  of  foreclosure,  bankruptcy,  and  litiga- 
tion costs  not  incurred  costs  not  incurred  due  to  successful  mediation,  are  estimated 
at  $1.7  million  for  just  49  of  those  cases  over  three  years.  It  is  estimated,  by  Wiscon- 
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sin  program  volunteers,  that  Nationwide  savings  to  FmHA  since  1988  amount  to 
about  $70  million. 

Further,  the  Vice-President's  Commission  on  National  Performance  Review  held 
this  program  up  as  an  example  of  innovation  that  "should  spread  faster  and  further 
across  the  Federal  Government"  for  "not  only  saving  money,  but  actually  avoiding 
foreclosure." 

Are  the  figures  and  estimates  presented  above  accurate? 

Response.  The  figures  and  estimates  presented  by  the  State  of  Wisconsin  appear 
to  be  accurate.  A  recent  study  completed  by  Texas  Tech  University  during  the  pe- 
riod of  October  1,  1988,  through  September  30,  1992,  of  the  Texas  Agricultural  Loan 
Mediation  Program  TALM  showed  a  cost  benefit  ratio  of  4.48  to  1.  Comparing  the 
estimated  benefits  to  creditors  of  $11,978,048  with  the  costs  of  mediation  services 
of  $2,671,482,  creditors  received  an  estimated  $4.48  in  benefits  for  every  $1.00  spent 
by  TALM.  Comparable  results  are  being  achieved  for  accounts  serviced  without  me- 
diation under  the  agency's  regular  servicing  procedures. 

A  comparison  of  benefits  to  FmHA  with  cost  of  the  program  in  terms  of  Federal 
funding  showed  that  the  program  spent  $1,334,946  of  Federal  grant  funds  to  provide 
mediation  services  over  its  4-year  life.  The  projected  benefits  to  FmHA  from  loans 
that  were  restructured  during  this  same  time  period  were  $7,686,097.  The  estimated 
benefit-cost  ratio  for  the  Federal  Government  was  $5.76  for  each  $1.00  in  Federal 
grant  funds  spent  in  providing  mediation  services. 

Using  estimates  developed  in  the  Texas  Tech  University  benefit-cost  study,  the  re- 
turned benefits  to  the  Federal  Government  in  the  states  participating  in  the  agricul- 
tural loan  mediation  program  will  be  greater  than  $70,341,671 — $5.76  benefit-cost 
ratio  for  the  Federal  Government  times  $14,777,662  total  matching  grants  obligated 
minus  Federal  grant  fund  cost  $14,777,662. 

Mr.  OBEY.  In  light  of  the  strong  endorsement  from  the  NPR,  and  in  light  of  the 
apparent  budgetary  savings  to  the  Federal  Government  and  consequent  reduction 
in  the  Federal  budget  deficit,  how  can  the  Department  justify  a  proposal  to  elimi- 
nate funds  for  the  program  in  FY95? 

Response.  In  developing  the  1995  Budget,  the  Administration  and  the  Congress 
are  committed  to  deficit  reductions  over  the  next  five  years  that  require  some  hard 
decisions  on  the  continuation  of  on-going  programs.  The  State  Mediation  Grant  pro- 
gram was  one  of  the  programs  which  are  proposed  for  elimination  in  the  President's 
1995  Budget  in  order  to  meet  the  deficit  reduction  targets. 

We  understand  that  the  mediation  programs  operated  by  the  states  have  been 
successful  in  resolving  agricultural  loan  problems.  The  grant  program  to  support 
these  state  programs  was  enacted  in  response  to  the  farm  crisis  of  the  1980's.  It 
was  thought  that  since  that  crisis  is  over,  Federal  contributions  to  the  states  were 
no  longer  necessary.  We  have  now  worked  through  nearly  all  of  the  loans  that  be- 
came delinquent  in  the  1980's  and  are  hopeful  that  states  can  now  assume  a  greater 
share  of  funding  for  any  continuing  program. 

Water  and  Waste  Funding  Short-Term  Financing 

Mr.  Lewis.  It  is  my  understanding  that  Rural  Development  Administration  has 
invited  the  Mojave  Water  Agency  to  apply  for  funding  for  a  loan  and  grant  under 
the  Water  and  Waste  Disposal  Program  for  the  construction  of  an  aqueduct  to  move 
state  project  water  into  the  Mojave  River  Valley  to  replenish  severely  overdrafted 
groundwater  basin.  Based  on  that  invitation,  the  Agency  has  initiated  the  required 
environmental  studies  and  preliminary  engineering  and  design  efforts  that  RDA  re- 
quires for  the  loan  and  grant  approval.  These  activities  will  require  approximately 
$6  million  to  be  expended  by  the  Agency  prior  to  the  time  they  would  be  able  to 
award  the  first  construction  contract.  Does  the  RDA  have  short-term  financing 
available  outside  the  loan  and  grant  program  to  assist  applicants  with  the  environ- 
mental studies  and  preliminary  engineering  and  design  efforts? 

Response.  RDA  has  no  financial  available  outside  its  loan  and  grant  program  to 
assist  applicants  with  the  cost  of  environmental  studies  and  preliminary  engineer- 
ing and  design. 

Up-Front  Funding 

Mr.  Lewis.  Is  there  any  way  that  the  RDA  could  advance  funds  from  the  loan  and 
grant  program  to  assist  the  agency  in  the  up-front  funding  of  the  environmental 
study  and  preliminary  engineering  and  design  costs? 

Response.  RDA  does  not  have  a  program  to  provide  up-front  funding  of  the  envi- 
ronmental study  and  preliminary  engineering  and  design  costs. 
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Reimbursement  of  Costs 

Mr.  Lewis.  When  will  be  the  earliest  the  Agency  could  expect  reimbursement  for 
costs  which  they  will  need  to  expend  prior  to  construction? 

Response.  The  earliest  RDA  could  reimburse  for  costs  incurred  prior  to  construc- 
tion would  be  after  the  RDA  funding  has  been  approved  and  processing  has  pro- 
ceeded to  the  point  that  the  RDA  loan/grant  could  be  closed.  At  that  point,  the  RDA 
loan/grant  could  be  closed  and  funds  advanced  or  interim  construction  financing  for 
the  loan  could  be  obtained  from  another  lender. 

Mr.  Lewis.  What  will  be  the  procedure  that  RDA  will  use  in  providing  reimburse- 
ment to  the  Agency  following  initiation  of  construction  of  the  aqueduct?  Will  the 
RDA  require  the  Agency  to  up-front  all  of  the  construction  funds  or  will  the  RDA 
provide  their  funds  for  the  Agency  to  place  in  an  account  which  can  be  drawn 
against  during  the  actual  construction  of  the  project? 

Response.  Borrowers  can  be  reimbursed  in  30-day  increments  for  work  in  place 
and  for  materials  and  equipment  suitably  stored  at  or  near  the  site.  Funds  would 
be  available  from  interim  construction  financing  or  RDA  providing  multiple  ad- 
vances on  its  loan  if  interim  financing  from  a  commercial  source  was  not  available. 

NEPA  Requirements 

Mr.  LEWIS.  How  will  the  RDA  use  the  environmental  information  being  collected 
by  the  Mojave  Water  Agency  for  completion  of  the  California  environmental  require- 
ments in  the  compeltion  of  the  Federal  NEPA  compliance  documents? 

Response.  Environmental  information  from  applicants  is  used  to  assist  the  Agency 
in  completing  its  environmental  review. 

Mr.  Durbin.  If  there  are  no  other  questions,  we  will  allow  this 
panel  to  escape. 

Thank  you  very,  very  much  for  your  testimony. 

Mr.  Dunn.  Thank  you,  sir. 

Mr.  Durbin.  Mr.  Nash,  it  has  been  good  to  see  you  for  the  last 
two  days. 

[Prepared  statements,  biographical  sketches,  and  explanatory 
Notes  follow:] 
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STATEMENT  OF 

BOB  J.  NASH 

UNDER  SECRETARY 

SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT 

UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

Before  the 

SUBCOMMITTEE  ON  AGRICULTURE,  RURAL  DEVELOPMENT, 
FOOD  AND  DRUG  ADMINISTRATION,  AND  RELATED  AGENCIES 


Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for  this  opportunity  to 
come  before  the  Subcommittee  to  present  the  Fiscal  Year  1995  Budget  for  the  agencies 
responsible  for  the  community  and  economic  development  programs  for  rural  America. 
If  I  may,  I  would  like  to  provide  you  with  a  broad  statement  on  the  direction  of  the 
agencies  in  my  mission  area  and  request  that  each  of  the  agency  administrators  provide 
more  specific  information  on  the  individual  budget  proposals. 

As  you  are  aware,  the  budget  agreement  reached  last  year  between  the  Clinton 
Administration  and  Congress  imposed  strict  limitations  on  the  Fiscal  Year  1995  Budget. 
The  budget  that  we  will  present  to  you  today  adheres  to  the  limitations  of  the  agreement 
while  continuing  to  fulfill  this  Administration's  commitment  to  improve  the  economic 
vitality  of  rural  communities,  which  continues  to  be  one  of  the  Department's  top 
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priorities. 

The  budgets  for  programs  involved  in  the  rural  community  and  economic  development 
area  call  for  an  increase  of  approximately  $1.2  billion  in  loan  and  grant  authority,  from 
$8.3  billion  in  Fiscal  Year  1994  to  $9.5  billion  in  Fiscal  Year  1995.   This  increase 
demonstrates  the  commitment  to  improving  rural  America  that  has  been  made  by 
President  Clinton  and  Secretary  Espy.   Rural  development,  of  course,  includes  not  only 
businesses  and  cooperatives  but  agriculture  concerns  and  the  budget  contains  funding  for 
the  family  farm  credit  programs.   When  the  farm  credit  programs  are  included,  the  total 
requests  for  Fiscal  Year  1995  from  the  agencies  in  the  rural  development  mission  area  is 
$13.2  billion,  compared  to  $12  billion  in  Fiscal  Year  1994. 

In  preparing  for  this  budget,  there  were  a  number  of  difficult  decisions  that  we  were 
required  to  make.  However,  I  believe  that  the  budget  as  a  whole  continues  to  emphasize 
the  importance  we  place  in  assisting  rural  communities.   It  is  a  budget  that  allows  us  to 
provide  help  to  residents  of  rural  communities  in  their  efforts  to  obtain  the  basic 
amenities  necessary  for  a  safe  and  decent  standard  of  living,  which  include  affordable 
housing;  community  facilities  such  as  hospitals,  child  care  facilities,  nursing  homes,  and 
fire  stations;  clean  and  safe  water  systems;  affordable  wastewater  systems;  and  affordable 
and  reliable  electric  and  telephone  systems. 
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But  our  obligations  to  rural  America  require  that  we  provide  much  more  than  simply 
assisting  communities  in  their  efforts  to  obtain  basic  infrastructure.   In  my  years  of 
working  with  President  Clinton  on  economic  development  in  the  State  of  Arkansas,  I 
know  how  strongly  he  believes  that  helping  communities  create  jobs  is  one  of  the  most 
important  roles  that  government  can  play.  And  I  know  from  my  years  of  working  with 
Secretary  Espy  in  the  Mississippi  Delta,  that  he  too  believes  that  government  has  a 
crucial  role  to  play  in  helping  provide  opportunities  for  rural  residents  to  become  self- 
sufficient.  The  additional  funding  levels  for  the  Intermediary  Relending  Program  and 
the  Business  and  Industry  Program  reflect  this  concern. 

Our  programs  must  assist  rural  communities  in  their  efforts  to  build  a  future  that  will  be 
competitive  in  an  increasingly  global  economy.  There  is  nothing  more  vital  to  rural 
communities  than  the  creation  of  new,  high  quality  jobs,  and  we  have  the  responsibility 
of  ensuring  that  members  of  rural  communities  have  the  access  to  affordable  credit  and 
the  capacity  to  create  these  family-wage  jobs,  and  access  to  new  technologies  such  as  the 
Information  Super-Highway.  This  budget  acknowledges  those  concerns  and  includes 
programs  that  provide  access  to  credit  for  rural  entrepreneurs,  for  family  farmers  and  for 
beginning  farmers. 

Let  me  also  state,  that  as  a  policy  matter,  we  recognize  that  government  cannot,  and 
should  not,  serve  as  the  main  provider  of  credit  and  technical  assistance  for  economic 
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development.   The  private  sector  has  the  principal  role  in  funding  development  and 
creating  the  jobs  that  are  essential  for  the  economic  health  of  rural  America.   As  an 
Administration,  we  are  searching  for  new  opportunities  to  encourage  the  active 
participation  of  the  private  and  non-profit  sector  in  our  efforts  to  assist  rural 
communities  obtain  basic  amenities  and  create  jobs.  Through  partnerships  with  the 
private  sector,  we  hope  to  increasingly  leverage  our  program  loans  and  grants  to  reach 
those  areas  that  are  most  distressed.   We  are  working  to  create  such  partnerships  and  we 
expect  that  these  new  relationships  will  help  expand  the  impact  of  our  programs  beyond 
the  levels  provided  in  the  budget.   The  President's  initiative  with  the  Empowerment 
Zones  program  reflects  this  philosophy  that  changing  the  most  impoverished  rural 
communities  requires  the  partnership  of  Federal,  State  and  local  governments  with  the 
private  sector  and  with  community  members. 

I  would  like  to  briefly  comment  on  the  changes  contemplated  for  the  rural  development 
mission  area  through  a  reorganization  that  will  increase  our  ability  to  provide  assistance. 
Members  of  the  Subcommittee  have  already  had  the  opportunity  to  listen  to  Secretary 
Espy*s  comments  on  the  reorganization  proposals  for  the  department.  These  plans  are  a 
necessary  step  to  improve  service  to  our  customers  and  to  reduce  our  costs.   We  also 
expect  the  new  agencies  to  be  more  cost  effective  in  getting  help  out.   For  example,  by 
combining  the  programs  of  the  current  Rural  Electrification  Administration  with  the 
water  and  waste  disposal  programs  currently  located  in  the  Rural  Development 
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Administration,  we  are  bringing  together  staff  resources  that  are  skilled  in  assisting  rural 
areas  develop  basic  infrastructure  needs.   Similarly,  the  rural  development  business 
programs  and  agricultural  cooperative  programs  will  be  joined  to  bring  together  staff 
resources  familiar  with  the  problems  of  starting  and  assisting  economic  development. 
The  Alternative  Agricultural  Research  and  Commercialization  Center  will  be  located 
within  the  proposed  Rural  Business  and  Cooperative  Development  Service;  this 
combination  will  encourage  the  creation  of  new  companies  in  rural  areas  that  use 
existing  agricultural  resources.  These  companies  not  only  provide  jobs  for  community 
members,  but  also  provide  new  markets  for  local  farmers. 

I  would  like  to  make  special  note  of  the  continued  importance  of  the  rural  housing 
program.   Farmers  Home  Administration  has  a  proud  legacy  of  providing  supervised 
credit  to  low-income  residents  in  rural  communities  so  that  they  may  be  home  owners  or 
have  an  affordable  apartment.  The  agency  has  received  well  deserved  praise  in  servicing 
single-family  home  owners  and  the  housing  needs  of  migrant  workers,  and  in  providing 
needed  credit  to  small  farmers.  The  housing  functions,  and  others,  will  continue  to 
receive  a  high  profile  in  the  reorganization  with  the  creation  of  the  Rural  Housing  and 
Community  Development  Service,  even  though  the  Fiscal  Year  1995  budget  results  in  a 
number  of  changes,  due  to  the  very  difficult  budget  decisions.   Even  with  such  changes,  it 
is  important  to  recognize  that  the  overall  program  level  for  single-family  homes  will 
increase  in  Fiscal  Year  1995.   Housing  construction  is  an  important  factor  in  most  rural 
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economies  and  the  Department  will  continue  to  play  an  important  role  in  ensuring  that 
these  programs  continue  to  have  financial  support.   An  equally  important  matter  is  the 
high  degree  of  concern  that  this  Administration  has  with  the  social  impact  on  community 
members  who  lack  access  to  affordable,  decent  housing.  As  a  Department,  we  will 
continue  to  work  to  ensure  that  sufficient  resources  are  made  available  for  rural  housing. 

This  concludes  my  statement.   I  look  forward  to  working  with  the  Subcommittee  to 
create  a  new  direction  for  our  programs  and  activities,  as  well  as  in  improving  our 
service  to  the  customers  of  government,  the  American  people.   I  would  now  like  to 
introduce  the  agency  administrators  who  will  provide  more  specific  information  on  the 
individual  budget  proposals. 
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BOB  J.  NASH 

UNDER  SECRETARY  OF  AGRICULTURE 

FOR  SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT 

U.S.  DEPARTMENT  OF  AGRICULTURE 

WASHINGTON,  D.C. 


BOB  J.  NASH  WAS  SWORN  IN  AS  UNDER  SECRETARY  OF  AGRICULTURE  FOR 
SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT  ON  MAY  12,  1993.  HE  WAS 
NOMINATED  TO  THE  POST  BY  PRESIDENT  BILL  CLINTON  MARCH  9,  AND  WAS 
CONFIRMED  BY  THE  U.S.  SENATE  ON  MAY  11,  1993. 

AS  UNDER  SECRETARY,  NASH  OVERSEES  OPERATIONS  OF  THE  U.S. 
DEPARTMENT  OF  AGRICULTURE'S  RURAL  DEVELOPMENT  ADMINISTRATION, 
FARMERS  HOME  ADMINISTRATION,  RURAL  ELECTRIFICATION 
ADMINISTRATION,  AGRICULTURAL  COOPERATIVE  SERVICE  AND  THE 
ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION 
CENTER  (AARC). 

THESE  AGENCIES  OPERATE  AN  ARRAY  OF  LOAN  AND  GRANT  PROGRAMS 
INCLUDING:  (1)  HOUSING  CONSTRUCTION,  (2)  FARM  ACQUISmON,  (3)  JOB 
CREATION,  (4)  PRIVATE  BUSINESS  DEVELOPMENT,  (5)  COMMUNICATIONS 
AND  (6)  COMMUNITY  IMPROVEMENT  IN  THE  NATION'S  RURAL  AREAS. 
THESE  PROGRAMS  HAVE  APPROXIMATELY  90  BILLION  DOLLARS  IN  ASSETS. 
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IMMEDIATELY  PRIOR  TO  HIS  APPOINTMENT  AS  UNDER  SECRETARY,  NASH 
WORKED  AS  ASSOCIATE  DIRECTOR  OF  WHITE  HOUSE  PERSONNEL,  WHERE 
HE  WAS  RESPONSIBLE  FOR  RECRUITMENT  OF  SUB-CABINET  MEMBERS  FOR 
THE  CLINTON  ADMINISTRATION. 

PREVIOUS  POSITIONS  INCLUDE: 

1.  PRESIDENT  OF  THE  ARKANSAS  STATE  DEVELOPMENT  FINANCE 
AUTHORITY  IN  LITTLE  ROCK,  ARKANSAS. 

2.  SENIOR  EXECUTIVE  ASSISTANT  FOR  ECONOMIC  DEVELOPMENT  IN 
THE  OFFICE  OF  FORMER  GOVERNOR  BILL  CLINTON,  LITTLE  ROCK, 
ARKANSAS. 

3.  VICE  PRESIDENT  OF  THE  WINTHROP  ROCKERFELLER  FOUNDATION 
IN  LITTLE  ROCK,  ARKANSAS. 

NASH  ALSO  SERVED  AS: 

1.  DIRECTOR  OF  COMMUNITY  AND  REGIONAL  AFFAIRS  FOR  THE 
ARKANSAS  STATE  DEPARTMENT  OF  PLANNING. 

2.  ADMINISTRATIVE  OFFICER  IN  THE  NATIONAL  TRAINING  AND 
DEVELOPMENT  SERVICE  IN  WASHINGTON,  D.C. 

3.  ASSISTANT  TO  THE  CITY  MANAGER  FOR  FAIRFAX,  VIRGINIA. 

4.  ASSISTANT  TO  THE  DEPUTY  MAYOR  OF  WASHINGTON,  D.C. 
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NASH  EARNED  A  BA.  DEGREE  IN  SOCIOLOGY  FROM  THE  UNIVERSITY  OF 
ARKANSAS  AT  PINE  BLUFF  IN  1969.  IN  1972,  HE  WAS  AWARDED  A  MASTERS 
DEGREE  IN  URBAN  STUDIES  FROM  HOWARD  UNIVERSITY  IN  WASHINGTON, 
D.C 

NASH  WAS  BORN  IN  TEXARKANA  ARKANSAS.  HE  HAS  TWO  CHILDREN, 
CRESHELLE  AND  ERIC. 
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FARMERS  HONE  ADMINISTRATION 
STATEMENT  OF  MICHAEL  V.  DUNN,  ADMINISTRATOR 
Before  the 
SUBCOMMITEE  ON  AGRICULTURE,  RURAL  DEVELOPMENT, 
FOOD  AND  DRUG  ADMINISTRATION,  AND  RELATED  AGENCIES 

Mr.  Chairman,  and  Committee  members,  I  am  here  to  present  the  Farmers  Home 
Administration  fiscal  year  1995  appropriation  request. 

It  has  been  a  pleasure  to  help  steer  the  Farmers  Home  Administration  back  to 
two  founding  purposes:  providing  supervised  credit  to  small,  limited  resource 
farmers  who  cannot  get  credit  elsewhere  and  financing  home  ownership,  home 
repair,  and  rental  housing  to  rural  Americans  who  are  ready  and  able  to  pay 
their  bills  but  who  have  been  denied  private  credit.  He  owe  it  to  taxpayers 
to  run  a  lean,  efficient  organization  and  to  collect  on  loans  made.  Me  also 
owe  taxpayers  our  best  efforts  to  help  farmers  and  homeowners  succeed,  thereby 
helping  their  communities  to  become  stronger  and  making  our  Nation  stronger. 

CURRENT  PROGRAM  STATUS 

Farmers  Home  ended  fiscal  year  1993  with  874,997  farm  and  housing  borrowers. 
Total  outstanding  direct  and  guaranteed  loans  were  $49  billion.  Farm  loans 
accounted  for  $19  billion  or  39  percent  of  the  Farmers  Home  loan  portfolio, 
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including  approximately  $5  billion  in  guaranteed  loans.  We  made  $2.2  billion 
worth  of  farm  loans  during  fiscal  year  1993,  and  guaranteed  loans  were  67 
percent  of  this  total.  We  are  continuing  to  implement  the  Agricultural  Credit 
Act  of  1987  to  assist  our  financially  distressed  farm  borrowers  who  seek  to 
have  their  debt  restructured.  We  will  make  every  effort  to  help  as  many  of 
our  borrowers  as  possible  stay  in  business  and  bring  their  loans  current. 

In  fiscal  year  1993,  we  made  nearly  $3.1  billion  in  loans  to  rural  families  to 
finance  improved  housing.  Over  $1.2  billion  was  for  subsidized  single  family 
loans  for  low- income  people  in  rural  areas,  while  $574  million  was  for  multi- 
family  housing  loans  to  assist  persons  with  very  low,  low  and  moderate  incomes 
and  for  those  age  62  and  older  in  small  communities.  We  ended  fiscal  1993 
with  $30  billion  in  rural  housing  loans  outstanding  to  over  692,000  borrowers, 
which  is  61  percent  of  our  loan  portfolio. 

GUARANTEED  LOANS 

In  the  last  few  years,  we  have  been  able  to  add  interest  assistance  to 
guaranteed  farm  loans,  qualifying  some  borrowers  for  private  credit  for  the 
first  time  and  allowing  other  borrowers  to  move  from  direct  to  private  sector 
loans.  In  line  with  this  trend  toward  guarantees,  we  are  again  proposing  a 
slight  transfer  in  direct  farm  operating  loans  in  favor  of  subsidized 
guaranteed  operating  loans. 

The  FY  1995  budget  calls  for  increased  guaranteed  single  family  housing  loans 
that  will  meet  a  ready  demand.  In  four  years,  with  this  appropriation,  the 
guaranteed  housing  program  will  have  grown  from  a  660  unit  pilot  program  to  a 
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20,320  unit  program  that  complements  the  direct  single  family  housing  loan 
program. 

FARM  PROGRAMS 

Supervised  direct  farm  lending  programs  show  how  government  can  help  people, 
including  beginning  farmers  and  members  of  socially  disadvantaged  groups,  who 
are  left  out  of  private  credit  markets  because  they  are  considered  to  be  too 
great  a  risk.  Credit  extended  by  FmHA  provides  opportunities  for  farm 
families  to  stay  in  business,  get  started  or  expand  their  operations. 
Borrowers  are  expected  to  show  the  ability  to  repay  and  management  skill. 
These  requirements  help  keep  the  cost  of  the  program  within  reason  and 
minimize  delinquencies.  The  1995  budget  request  for  operating  loans  will 
support  a  loan  level  of  almost  $3  billion.  The  loan  level  request  for 
guaranteed  operating  loans  is  $2.3  billion,  consisting  of  $2  billion  in 
guarantees  without  interest  assistance,  and  $300  million  in  interest-assisted 
guarantees.  The  loan  level  request  for  direct  operating  loans  is 
$650  million,  $105  million  more  than  obligated  in  FY  1993. 

The  1995  budget  request  for  farm  ownership  loans  will  support  a  loan  level  of 
$662  million.  This  includes  $577  million  in  farm  ownership  guarantees  and  $85 
million  in  direct  farm  ownership  loans  that  will  be  targeted  to  beginning 
farmers  and  socially  disadvantaged  applicants. 

In  addition,  the  Administration  is  requesting  funding  again  in  FY  1995  in  the 
amount  of  $5  million  for  grants  to  community  based  organizations  and  to 
colleges  to  reach  out  and  assist  socially  disadvantaged  farmers  to  own  and 
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operate  farms.  No  longer  should  minority  farmers,  women  farmers,  or  beginning 
farmers  feel  that  FmHA  has  a  deaf  ear  to  their  hopes  and  plans. 

Also,  Farmers  Home  has  published  regulations,  either  in  final  form  or  as 
proposed  rule,  for  all  sections  of  the  new  program  for  beginning  farmers  and 
ranchers  as  passed  by  the  Congress  at  the  end  of  1992.   Qualifying  beginning 
farmers  will  be  eligible  for  down  payment,  ownership,  and  operating  loans.  In 
addition,  the  law  reserves  65  percent  of  direct  farm  ownership  loans,  25 
percent  of  farm  ownership  guarantees,  and  40  percent  of  direct  operating  loans 
for  beginning  farmers  in  fiscal  year  1995. 

Loans  for  sale  of  inventory  property  in  1995  are  estimated  at  $90  million.  In 
FY  1995  we  will  continue  to  make  inventory  properties  available  to  socially 
disadvantaged,  young,  and  beginning  farmers.  The  program  level  request  for 
emergency  loans  is  $100  million.  Obligations  in  1993  were  $59  million. 

HOUSING  PROGRAMS 

Our  single  family  housing  credit  programs  assist  thousands  of  rural  families 
by  giving  them  a  chance  to  own  modest  homes.   Borrowers  are  able  to 
experience  the  pride  of  home  ownership  and  build  equity.  The  people  served  by 
our  Agency,  even  though  they  are  considered  the  highest  credit  risk,  pay  their 
bills.  Relatively  few  become  delinquent  and  when  they  do,  it  is  usually 
because  of  job  loss  or  other  such  setback. 

The  typical  family  being  served  through  the  direct  single  family  housing 
program  has  an  annual  income  of  about  $16,700.  Interest  rates  for  these  loans 
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can  be  subsidized  to  as  low  as  one  percent  while  the  average  interest  rate  for 
subsidized  loans  in  our  portfolio  is  about  4.8  percent. 

The  requested  appropriation  for  the  cost  of  all  housing  loan  programs  for  FY 
1995  is  $338  million.  The  program  level  supported  by  these  loan  costs  will  be 
$3.5  billion,  an  increase  of  about  $260  million  over  the  current  year.  He 
propose  to  support  116,861  housing  units  in  FY  1995,  of  which  67,200  will  be 
assisted  through  direct  and  guaranteed  loans.  This  represents  an  increase  of 
almost  6,000  housing  units  over  the  current  year. 

SINGLE  FAMILY  HOUSING  PROGRAMS 

Our  request  for  direct  and  guaranteed  single  family  housing  loans  is  $3.1 
billion.  Of  that  amount,  $1.8  billion  will  be  available  for  direct  loans,  the 
same  level  as  FY  1994.  This  appropriation  will  allow  28,800  new  families  to 
own  their  own  home.  He  are  expecting  direct  borrowers  to  now  contribute  up  to 
30%  of  their  adjusted  income  for  housing  which  will  reduce  the  amount  of 
subsidy  required.  The  30%  requirement  will  apply  to  purchasers  of  acquired 
housing  through  credit  sales  as  well.  For  the  cost  of  guaranteed  single 
family  housing  loans  for  moderate- income  families  who  can  afford  to  pay  market 
interest  rates  but  require  a  guarantee  to  obtain  private  sector  credit,  we  are 
asking  for  a  loan  level  of  $1.3  billion,  an  increase  of  $550  million  in 
guarantees  and  8,270  units  over  FY  1994.  He  are  asking  for  a  1%  origination 
fee  for  guaranteed  housing  loans  in  1995  which  we  project  to  return 
$13  million  to  the  Government. 
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Our  repair  loans  and  grants  help  low-income  people,  particularly  the  elderly, 
fix  their  dwellings  so  that  they  are  safe,  sanitary,  and  weather-tight.  Even 
in  FY  1994,  we  are  still  helping  people  achieve  indoor  plumbing  for  the  first 
time  in  their  lives.  We  are  requesting  $35  million  in  housing  repair  loans  to 
assist  7,410  units.  Our  housing  repair  grant  request  is  $25  million  for  1995, 
the  same  level  as  FY  1994. 

MULT I -FAMILY  HOUSING  PROGRAMS 

For  those  whose  incomes  cannot  support  repayment  of  a  housing  purchase,  we 
finance  the  construction  of  multi -family  housing  and  provide  rental  assistance 
to  tenants.  Eighty- seven  percent  of  those  served  by  the  rental  housing 
program  have  incomes  below  fifty  percent  of  the  area  median.  Our  request  for 
direct  rental  housing  loans  is  $220  million,  providing  about  5,270  families 
with  rental  housing.  The  section  515  program  has  been  substantially  reduced 
so  that  resources  may  be  directed  to  the  increased  cost  of  maintaining 
existing  projects  through  the  rental  assistance  program.  For  FY  1995,  $20 
million  of  multifamily  housing  loans  are  targeted  for  empowerment  zones  and 
enterprise  communities.  Our  request  for  the  rental  assistance  program,  which 
makes  rural  rental  housing  affordable,  is  $523  million.  This  will  allow  us  to 
renew  all  expiring  contracts  in  FY  1995  plus  provide  servicing  of  about  8700 
units  in  current  projects  with  excessive  vacancy  rates  and/or  tenants  who  have 
extreme  rent  overburden. 

This  year  we  are  requesting  $25  million  for  housing  vouchers,  the  same  amount 
that  Congress  originally  appropriated  for  the  current  year,  for  use  in 
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communities  where  an  adequate  supply  of  rental  houses  or  apartments  1s 
available.  This  is  a  modest  request  that  would  assist  about  1,215  families. 


We  continue  to  make  some  of  our  inventory  housing  available  to  public  housing 
authorities  and  community  based  nonprofit  groups  for  rent,  with  an  option  to 
purchase,  to  needy  rural  people.  In  this  way,  the  government  can  provide 
decent,  safe,  and  sanitary  housing  as  well  as  shelters  to  homeless  families 
and  individuals. 

REDUCING  BORROWERS'  PAPERWORK  REQUIREMENTS 

Mr.  Chairman,  I  want  to  assure  you  that  we  did  not  forget  your  challenge  to  us 
last  year  to  reduce  the  paperwork  burdens  imposed  on  our  borrowers.  We  are  in 
agreement  with  your  concern  as  we  work  daily  to  transform  FmHA  into  an  agency 
that  puts  our  customers  first.  When  FmHA  responded  to  requests  for  emergency 
loans  after  last  summer's  floods,  our  field  staff  met  with  farmers  and  asked 
for  information  that  enabled  us  to  use  laptop  computers  to  calculate 
eligibility  while  at  the  farmer's  kitchen  table,  eliminating  the  requirement 
to  complete  three  complex  forms  in  the  process.  In  July,  our  certified 
lenders  program  combined  eight  forms  and  seven  certifications  into  one  form. 
We  are  proposing  the  same  changes  for  our  direct  program.  While  lenders  are 
the  first  beneficiaries  of  these  forms  reductions,  borrowers  also  benefit  by 
receiving  quicker  service.  We  have  other  farm  program  paperwork  reduction 
measures  in  the  works. 


316 


Ne  are  planning  to  streamline  502  housing  applications  by  using  the  Uniform 
Residential  Loan  Application  used  by  the  VA,  HUD,  and  private  banks.  The 
target  date  for  the  use  of  this  form  is  Hay  1.  We  are  moving  to  reduce  the 
number  of  housing  construction  and  loan  closing  forms  used.  He  are  working  to 
make  FmHA  forms  simpler  for  borrowers  and  we  don't  plan  to  stop. 

ADMINISTRATIVE  EXPENSES 

In  fiscal  year  1995  the  overall  appropriation  request  of  $715.8  million 
includes  funds  for  the  Farmers  Home  Administration  and  the  Rural  Development 
Administration  as  well  as  the  cooperative  programs  previously  administered  by 
the  Agricultural  Cooperative  Service.  This  request  is  about  $20.5  million 
below  the  current  year  and  requires  a  reduction  of  150  staff -years.  In  order 
to  reach  our  program  goals,  we  will  need  highly-motivated  work  from  current 
FmHA  and  RDA  employees,  superb  cooperation  from  private  lenders,  and  an 
automation  system  that  is  fast,  accurate,  thorough,  and  flexible.   He  believe 
that  the  USDA  reorganization,  including  creation  of  the  new  Farm  Service 
Agency  will  enable  us  to  achieve  these  goals. 

It  has  been  my  privilege  to  present  the  second  Clinton  Administration  budget 
request  for  the  Farmers  Home  Administration.  He  are  proud  of  our  borrowers 
and  of  their  payment  record.  He  will  make  sure  that  funds  you  appropriate  to 
our  care  reach  the  people  you  intend  to  help.  He  must  operate  an  agency  that 
is  lean,  efficient,  and,  most  importantly,  customer  friendly.  He  promise  to 
taxpayers  that  we  will  administer  cost-effective  programs  that  help  stimulate 
and  stabilize  the  rural  economy.  By  working  in  partnership  with  the  private 
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sector  and  other  public  agencies,  we  can  help  realize  the  vision  of  an 
economically  and  socially  dynamic  rural  America. 

Thank  you.  I  will  be  happy  to  answer  questions  you  might  have. 
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MICHAEL  V.  DUNN 

Michael  V.  Dunn  was  sworn  in  as  administrator  of  the 
U.S.  Department  of  Agriculture's  Farmers  Home  Administration 
(FmHA)  by  Secretary  of  Agriculture  Mike  Espy  on  November  30, 
1993. 

Dunn,  most  recently  vice  president  of  the  National 
Farmers  Union  in  charge  of  its  Washington  operations,  is  the 
15th  administrator  of  the  rural  credit  agency  that  began  as 
the  Resettlement  Administration  in  1935  and  now  has  a 
portfolio  of  $49  billion  in  farm  and  rural  housing  loans. 
Its  12 , 000  employees  also  have  a  major  role  in  working  with 
the  Rural  Development  Administration  (RDA)  with  its  $6 
billion  in  rural  community  and  business  loans. 

Dunn,  a  native  of  Keokuk,  Iowa,  has  years  of  experience 
in  agriculture  and  rural  economic  development,  beginning 
with  the  city  government  of  Keokuk.   After  several  years 
there  and,  later,  in  a  regional  planning  and  development 
job,  he  was  appointed  FmHA  Midwest  Director  in  1977,  a 
position  he  held  for  four  years. 

In  1981,  he  joined  the  private  sector  as  a  marketing 
executive  for  two  years  and  was  a  commissioner  on  the  Iowa 
Development  Commission.   From  there,  he  served  as  vice 
president  of  the  Farm  Credit  Banks  of  Omaha,  professional 
staff  member  on  agricultural  credit  and  rural  development  of 
the  Senate  Committee  on  Agriculture,  Nutrition,  and 
Forestry,  and  vice  president  of  the  National  Farmers  Union. 

While  on  the  Senate  Agriculture  Committee  staff,  he  had 
a  major  role  in  drafting  and  passage  of  the  Agricultural 
Credit  Act  of  1987.   The  Act  authorized  a  series  of 
servicing  steps  to  help  farmers  restructure  their  loans  and 
remain  in  business. 

Dunn  holds  graduate  and  post-graduate  degrees  from  the 
University  of  New  Mexico.   He  and  his  wife,  Brook,  reside  in 
Jefferson  County,  West  Virginia,  with  three  of  their  four 
children. 


Farmer*  Home  Administration  is  an  Equal  Opportunity  lender. 
Complaints  of  discrimination  should  be  sent  to: 
Secretary  or  Agncuaure  VNrasfungton.  DC  20250 
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RURAL  DEVELOPMENT  ADMINISTRATION 
STATEMENT  OF  WILBUR  T.  PEER,  ACTING  ADMINISTRATOR 

Before  the 
SUBCOMMITEE  ON  AGRICULTURE,  RURAL  DEVELOPMENT, 
FOOD  AND  DRUG  ADMINISTRATION,  AND  RELATED  AGENCIES 

I'm  pleased  to  present  the  Administration's  request  for  FY  1995  appropriations 
for  programs  currently  the  responsibility  of  the  Rural  Development 
Administration.  These  programs  will  help  rural  America  to  grow  by  financing 
needed  community  facilities  and  infrastructure,  assisting  business 
development,  and  developing  effective  stratagies  for  community  economic 
development.  This  will  save  and  create  jobs  in  rural  America. 


CURRENT  PROGRAM  STATUS 

As  of  September  30,  1993,  RDA  had  about  11,500  borrowers  owing  a  total  of 
about  $6.1  billion.  RDA  administers  its  programs  through  the  Washington 
headquarters,  with  loan  making  and  servicing  performed  by  FmHA  field  office 
staff.  As  mandated  by  the  1994  Appropriation  Act,  the  RDA  regional  offices 
are  in  the  process  of  being  closed  and  all  will  be  closed  by  April  1,  1994. 
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FY  1995  PROGRAM  REQUEST 
WATER  AND  WASTE  DISPOSAL  PROGRAMS 

The  request  for  water  and  waste  direct  loans  will  support  a  loan  level  of  $977 
million,  an  increase  in  loan  level  of  $143  million  over  the  current  year. 
These  funds  are  needed  to  aid  rural  communities  in  meeting  federal  water 
quality  and  drinking  water  standards. 

As  a  major  step  in  helping  the  Administration's  goal  of  providing  safe 
drinking  water  and  adequate  waste  disposal  services  at  reasonable  user  rates, 
the  poverty  rate  will  be  lowered  to  4.5  percent.  Communities  most  able  to 
repay  will  be  charged  a  market  interest  rate,  which  is  based  on  the  current 
market  yield  for  comparable  term  municipal  obligations.  The  intermediate  rate 
will  be  the  poverty  rate  plus  half  the  difference  between  that  rate  and  the 
market  rate.  As  of  January  25,  1994,  there  were  1,563  applications  and 
preappli cations  on  hand  totaling  about  $1.8  billion. 

For  FY  1995,  we  are  requesting  no  funds  for  guaranteed  water  and  waste  loans 
because  alternative  financing  is  generally  available  through  tax-exempt  bond 
issues. 

The  FY  1995  request  for  rural  water  and  waste  grants  is  $525  million,  an 
increase  of  $37.5  million.  Drinking  water  and  sewage  treatment  systems 
serving  small,  mostly  rural  populations  currently  have  the  highest  rates  of 
noncompliance  with  Federal  environmental  standards  and  Safe  Drinking  Water  Act 
standards.  The  increased  funding  will  help  bring  small  rural  communities  into 
regulatory  compliance,  improve  the  rural  infrastructure  and  increase  economic 
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development,  and  improve  the  quality  of  rural  life  and  increase  employment 
opportunities.  $25  million  in  grants  is  earmarked  for  the  water  and  waste 
needs  of  the  colonias. 


SOLID  WASTE  MANAGEMENT  GRANTS 

For  solid  waste  management  grants  for  nonprofit  rural  organizations  to  provide 
technical  assistance  to  local  and  regional  governments  for  reducing  or 
eliminating  pollution  of  water  resources  and  for  improving  the  planning  and 
management  of  solid  waste  disposal  facilities,  $3.2  million  is  requested,  a 
$200,000  increase. 

EMERGENCY  COMMUNITY  WATER  ASSISTANCE  GRANTS 

No  funds  are  requested  for  the  emergency  community  water  assistance  grants. 
The  purposes  authorized  under  this  program  can  be  funded  under  other  loan  and 
grant  program  authorities. 

RURAL  TELECOMMUNICATION  PARTNERSHIP  LOANS 

We  are  requesting  for  the  first  time  a  direct  loan  level  of  $15  million  for 
Rural  Telecommunication  Partnership  loans.  Funding  for  this  program  was 
authorized  by  the  1990  FACT  Act  and  is  designed  to  provide  funds  to  improve 
telecommunications  service  in  rural  areas.  The  loans  will  enhance  the 
business  environment  by  providing  facilities  not  normally  available  in  rural 
areas  that  are  needed  to  compete  in  the  global  business  environment.  These 
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loans  will  improve  job  opportunities  in  rural  areas  and  will  enhance  public 
safety  and  provide  efficient  local  government  services  to  rural  residents  and 
businesses. 

INTERMEDIARY  RELENDING  PROGRAM 

For  the  Intermediary  Relending  Program,  we  are  requesting  a  loan  level  of  $125 
million,  $38  million  more  than  the  current  year.  These  loans  are  made  to 
intermediaries  which  relend  to  the  ultimate  recipients  for  new  and  expanding 
businesses  resulting  in  the  creation  of  employment  opportunities  and  community 
development  projects. 

BUSINESS  AND  INDUSTRY  GUARANTEED  LOANS 

The  request  for  guaranteed  business  and  industry  loans  is  $1.1  billion,  an 
increase  of  $867  million.  This  program  enhances  the  existing  private  credit 
market  by  adding  guarantees  when  needed  for  business  loans  for  start-up  or 
expansion  that  will  create  or  retain  jobs.  The  subsidy  cost  of  this  program 
is  very  low  and  ,  as  a  result,  the  $1.1  billion  program  level  requires  only 
$10.6  million  in  budget  authority. 

RURAL  DEVELOPMENT  GRANTS 

The  total  request  for  rural  business  enterprise  grants  in  FY  1995  is  $50 
million,  an  increase  of  $7.5  million  over  FY  1994.  Included  is  a  request  of 
$2  million  for  10  rural  community  and  business  outreach  grants  to  1890  and 
1862  land  grant  institutions  to  assist  in  developing  cooperative  efforts  to 
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provide  information  and  technical  assistance  to  under-represented  groups  in 
traditionally  agricultural  or  natural  resource  depended  communities  for 
encouraging  business  development. 

RURAL  TECHNOLOGY  AND  COOPERATIVE  DEVELOPMENT  GRANTS 

For  rural  technology  and  cooperative  development  grants  $5  million  is 
requested.  These  grants  will  be  made  available  to  public  bodies  and  nonprofit 
organizations  to  fund  the  establishment  and  operation  of  centers  for  rural 
technology  or  cooperative  development  with  their  primary  purpose  being  the 
improvement  of  economic  conditions  in  rural  areas.  Grants  will  be  used  to 
promote  the  development  (through  technological  innovation,  cooperative 
development,  and  adaptation  of  existing  technology)  and  commercialization  of 
new  services  and  products  that  can  be  produced  or  provided  in  rural  areas;  new 
processes  that  can  be  utilized  in  the  making  of  products  in  rural  areas;  and 
new  enterprises  that  add  value  to  on-farm  production  through  processing  or 
marketing.  These  grants  are  designed  to  stimulate  economic  development  and 
rural  employment  through  development  and  commercialization  of  new  products  and 
services  that  better  utilize  both  the  physical  and  human  capital  in  rural 
areas. 

LOCAL  TECHNICAL  ASSISTANCE  AND  PLANNING  GRANTS 

For  local  technical  assistance  and  planning  grants  $5  million  is  requested  to 
assist  in  the  economic  development  of  rural  areas  by  providing  technical 
assistance  for  business  development  and  economic  development  planning.  Grant 
funds  may  be  used  to  identify  and  analyze  business  opportunities  that  would 
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use  local  economic  and  human  resources;  provide  technical  assistance  to 
existing  or  prospective  rural  entrepreneurs;  establish  business  support 
centers  and  otherwise  assist  in  the  creation  of  new  rural  businesses;  and  to 
conduct  regional,  community  and  local  economic  development  planning  and 
coordination,  and  leadership  development.  These  grants  are  designed  to 
stimulate  economic  development  and  rural  employment  while  encouraging  State, 
local,  and  private  sources  to  invest  in  rural  economic  development  activities. 

COMMUNITY  FACILITY  LOANS 

The  request  for  direct  community  facility  loans  is  $300  million,  a  $75  million 
increase  over  FY  1994.  Priority  for  these  loans  will  be  given  to  low  income 
rural  communities  that  have  the  greatest  need  for  public  safety  and  service 
and  health  care  facilities.  The  poverty  rate  for  community  facility  loans 
will  also  be  lowered  to  4.5  percent  along  with  water  and  waste  loans.  We  are 
also  requesting  $75  million  in  guaranteed  community  facility  loans  in  FY  1995, 
the  same  level  as  provided  in  FY  1994. 

FIRE  PROTECTION  GRANTS 

This  year  we  are  requesting  $5  million  for  fire  protection  grants  to  provide 
an  increase  of  $1.5  million.  These  funds  are  used  for  training  and  equipment 
for  rural  fire  departments. 
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PACIFIC  NORTHWEST  ECONOMIC  RECOVERY  INITIATIVE 

The  President's  Pacific  Northwest  Economic  Recovery  Initiative  provides  for 
economic  adjustment  assistance  to  workers,  families,  businesses,  and 
communities  affected  by  the  President's  Forest  Plan  for  the  Pacific  Northwest 
and  northern  California.  Funds  will  be  made  available  through  a  combination 
of  State  allocations  and  an  additional  National  Office  reserve  of 
approximately  $23.5  million  for  guaranteed  business  and  industry  loans,  $15.8 
million  for  direct  and  $11.2  million  for  guaranteed  community  facility  loans, 
$11  million  for  direct  water  and  waste  disposal  loans,  $16  million  for 
intermediary  relending  loans,  $5.6  million  for  water  and  waste  disposal 
grants,  and  $2.7  million  for  rural  business  enterprise  grants. 

EMPOWERMENT  ZONES  AND  ENTERPRISE  COMMUNITIES 

The  Empowerment  Zone  and  Enterprise  Community  program  will  demonstrate  in  33 
low-income  rural  communities  how  innovative,  comprehensive,  strategic 
alliances  between  public,  private,  and  non-profit  entities  can  help  promote 
long-term  community  development  and  economic  self-sufficiency.  The  program 
will  provide  tax  incentives  to  three  rural  Empowerment  Zones.  In  addition, 
these  three  zones  and  33  rural  Enterprise  Communities  will  receive  special 
Social  Services  Block  Grant  funding  under  the  program,  as  authorized  by  the 
Budget  Reconciliation  Act  of  1993.  RDA  will  supplement  this  funding  by 
requesting  earmarking  of  some  of  its  own  program  funds  to  support  Empowerment 
Zones  and  Enterprise  Communities.  The  appropriation  request  earmarks  $20 
million  of  direct  water  and  waste  loan  funds,  $13  million  of  direct  community 
facility  loan  funds,  $25  million  of  guaranteed  business  and  industry  loan 
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funds,  $15  million  of  intermediary  relending  program  funds,  $20  million  of 
water  and  waste  disposal  grant  funds  and  $10  million  of  rural  business 
enterprise  grant  funds  for  these  areas. 

STRATEGIC  DEVELOPMENT 

In  an  effort  for  the  Agency  to  better  target  the  higher  program  levels 
requested  and  to  help  rural  communities  in  preparing  for  the  challenge  of  the 
21st  century,  RDA  has  initiated  a  strategic  development  effort.  Through  this 
effort,  emphasis  will  be  placed  on  increasing  outreach  and  carrying  out 
special  initiatives  that  address  key  challenges  and  take  advantage  of  new 
opportunities.  Each  FmHA/RDA  State  Office  is  developing  a  strategic  plan  to 
target  its  own  financial,  personnel,  and  organizational  resources  on  high 
priority  efforts. 

STATE  RURAL  DEVELOPMENT  COUNCILS 

State  Rural  Development  Councils  represent  a  "bottom  up"  approach  to  resolving 
rural  development  issues  tailored  to  local  conditions.  Council  members 
include  Federal,  state,  local  and  tribal  governments,  the  private  for-profit 
and  non-profit  sectors,  and  community  based  organizations. 

State  Councils  are  focusing  on  the  roles  they  can  play  in  the  Empowerment 
Zone/Enterprise  Communities  program;  and  supporting  the  work  of  the  Pacific 
Northwest  Economic  Recovery  Initiative,  as  well  as  other  efforts. 
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Currently  the  Governors  in  37  states  have  signed  Memoranda  of  Understanding 
with  USDA  and  we  expect  to  have  additional  State  Councils  established  by  the 
end  of  this  year.  National  funding  is  provided  by  eleven  Federal  departments, 
and  a  significant  cost-share  is  provided  by  the  Councils'  non-Federal  members. 
USDA  has  provided  $3.5  million  for  this  effort  for  FY  1994  and  plans  to 
provide  another  $3.5  million  in  FY  1995. 

ADMINISTRATIVE  EXPENSES 
Salaries  and  expenses  of  the  Rural  Development  Administration,  including 
cooperative  services,  are  contained  in  the  FmHA  request  for  FY  1995. 

COOPERATIVE  SERVICES  PROGRAM 

The  Agricultural  Cooperative  Service  now  reports  to  the  Under  Secretary  for 
Small  Community  and  Rural  Development  and  is  merged  into  the  Rural  Development 
Administration  and  under  the  Secretary's  reorganization  will  become  a 
component  of  the  Rural  Business  and  Cooperative  Development  Service.  The 
basic  functions  of  the  Cooperative  Service  will  remain  the  same;  technical 
assistance  to  existing  cooperatives  in  marketing,  organizational  and  financial 
problems;  assistance  and  technical  support  of  new  cooperatives;  and  research 
on  various  aspects  of  farmer-owned  cooperatives.  He  will  be  requesting 
authority  from  Congress  to  extend  these  services  to  non-farm  applications  in 
order  to  more  fully  carry  out  the  Department's  rural  development 
responsibilities. 

This  concludes  my  testimony.  I'll  be  happy  to  answer  any  of  your  questions. 
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WILBUR  T.  PEER 

Wilbur  Peer  began  his  career  in  1974  as  a  Veterans  Counselor  at  Phillips  County  Community 
College  in  Helena,  Arkansas.  From  1976  to  1982  he  served  as  a  Community  Development 
Specialist  at  the  Lee  County  Cooperative  Clinic  in  Marianna,  Arkansas.  During  this  time  he  worked 
extensively  with  Farmers  Home  Administration,  Department  of  Housing  and  Urban  Development 
and  the  Environmental  Protection  Agency  to  acquire  funds  and  construct  water  and  sewer 
treatment  facilities  for  eastern  and  northwest,  Arkansas. 

From  1982  to  1989  he  was  the  executive  director  for  the  Delta  Improvement  Corporation  in 
Marianna,  Arkansas.  During  this  period  he  managed  start  up  and  operational  activities  for  this 
nonprofit  development  corporation.  Guided  the  corporation  of  the  new  cities  of  Haynes,  LaGrange, 
Lexer,  Jericho,  Birdsong,  and  Fargo.  Organized  seven  municipalities  into  the  federation  of  Small 
Towns  to  collaborate  on  municipal  services  and  State  funding  requests.  Negotiated  over  $4  million 
in  infrastructure  improvements,  including  city  hall,  fire  stations,  sewer  and  water  systems  and 
lighting.  During  this  time  he  also  served  as  a  Community  Loan  Fund  Consultant  for  the  Southern 
Development  Bank  Corporation  providing  loan  servicing  to  limited  resource  farmers  in  East  and 
Southwest  Arkansas  and  provided  management  training  and  technical  assistance  to  farmers 
adapting  to  alternative  crop  production,  and  as  the  Dean  of  Continuing  Education  for  Community 
Services,  Phillips  Community  College,  Helena,  Arkansas. 

In  September  of  1988  Mr.  Peer  became  the  Vice  President  of  Sales  for  the  International  Fitter 
Manufacturing  Co.,  located  in  Hillsboro,  Illinois.  He  purchased  equity  and  assisted  in  strategic 
Planning.  Designed  and  implemented  corporate  sales  program  which  resulted  in  a  300%  sales 
growth  over  two  years.  Identified  new  clients  including  TWA,  McDonald-Douglas,  Union  Pacific 
Railroad,  Overnight  Transport  Company  and  Wal-Mart. 

In  August  of  1992  he  served  as  Director  of  Economic  Development  and  Placement  for  Phillips 
County  Community  College.  From  February  1991  to  July  1992,  he  worked  as  a  Management 
Consultant  for  the  Arkansas  Land  and  Farm  Development  Corporation  (ALFDC),  in  Fargo, 
Arkansas.  Managed  all  aspects  of  fund  raising  including  research,  proposal  writing  and  technical 
assistance.  Wrote  Grant  proposals  and  coordinated  project  activities  with  USDA  agencies. 
Generated  more  than  $1.5  million  dollars  in  foundation  and  Federal  funds  for  projects  which  include 
Crop  Conservation,  Small  Farm  Preservation,  and  Alternative  Crop  Technology.  Implemented  and 
managed  the  Youth  Enterprise  in  Agriculture  Project. 

In  May  1993  Mr.  Peer  came  to  the  Rural  Development  Administration.   He  was  named  Acting 
Administrator  for  this  Agency  in  August  1993. 

A  Native  of  Arkansas,  Mr.  Peer  is  a  graduate  of  University  of  Arkansas  at  Fayettville,  with  a  Masters 
in  Vocational  Education  and  a  Bachelors  of  Science  in  History  and  Government  from  the  University 
of  Arkansas  at  Pine  Bluff. 
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FARMERS  HOME  ADMINISTRATION/RURAL  DEVELOPMENT  ADMINISTRATION 

Purpose  Statement 

The  Farmers  Home  Administration  was  established  November  1.  1946.  by  the  Farmers 
Home  Administration  Act  of  1946.  Farmers  Home  Administration's  program  activities 
include: 

FARMER  PROGRAMS: 

Farm  ownership  loans  •  are  made  to  farmers  and  ranchers  who  are  or  will  be  owner 
operators  ot  a  not- larger-than-family-size  farm  and  who  cannot  obtain  credit 
elsewhere  to  improve  or  acquire  farms,  refinance  debts,  finance  non-farm 
enterprises,  or  make  additions  to  farms.  The  interest  rate  for  direct  loans  is 
determined  by  the  Secretary  of  Agriculture  and  does  not  exceed  the  cost-of-money  to 
the  Government,  plus  up  to  1  percent  additional.  However,  loans  to  limited 
resource  borrowers  bear  interest  of  not  more  than  one- half  of  the  Treasury  rate  for 
marketable  obligations  with  maturities  of  5  years,  plus  not  more  than  1  percentage 
point,  with  a  minimum  floor  of  5  percent.  The  applicable  interest  rate  is 
increased  by  2  percent  if  the  project  being  financed  involves  the  use  of  prime 
farmland  for  non-farm  purposes.  The  interest  rate  for  guaranteed  loans  is 
negotiated  by  the  lender  and  borrower.  FmHA  may  subsidize  the  rates  on  guaranteed 
loans  up  to  4  percent,  depending  upon  borrower  needs  under  the  Interest  Assistance 
program  as  provided  in  the  Agricultural  Credit  Act  of  1987  and  the  Omnibus  Budget 
Reconciliation  Act  of  1990.  The  term  for  farm  ownership  loans  may  be  up  to  40 
years  when  the  longer  term  is  necessary.  The  Agricultural  Credit  Improvement  Act 
of  1992.  Public  Law  102-554.  dated  October  28,  1992  established  the  down  payment 
loan  program  under  which  loans  are  made  to  qualified  beginning  farmers  and  ranchers 
for  down  payments  on  farm  ownership  loans. 

Operating  loans  -  provide  short -to -intermediate  term  production  or  chattel  credit 
to  farmers  who  are  or  will  be  the  operators  of  a  not- larger-than-family-size  farm 
and  who  cannot  obtain  credit  elsewhere.  Loan  terms  include  a  repayment  period  not 
to  exceed  7  years  but  may  be  rescheduled  for  up  to  15  additional  years.  The 
interest  rate  for  direct  loans  is  determined  by  the  Secretary  of  Agriculture  and 
does  not  exceed  the  cost-of-money  to  the  Government,  plus  up  to  1  percent 
additional.  However,  loans  to  limited  resource  borrowers  bear  interest  of  not  more 
than  one -half  of  the  Treasury  rate  for  marketable  obligations  with  maturities  of  5 
years  plus  not  more  than  1  percentage  point,  with  a  minimum  floor  of  5  percent, 
the  interest  rate  is  increased  by  2  percent  if  the  project  being  financed  involves 
the  use  of  prime  farmland  for  non-farm  purposes.  The  interest  rate  for  guaranteed 
loans  is  negotiated  by  the  lender  and  borrower.  FmHA  may  subsidize  the  rates  on 
guaranteed  loans  up  to  4  percent,  depending  upon  borrower  needs.  The  Interest 
Assistance  program  is  available  to  borrowers  as  a  major  loan  restructuring 
provision  of  the  Agricultural  Credit  Act  of  1987  and  the  Omnibus  Budget 
Reconciliation  Act  of  1990.  The  Agricultural  Credit  Improvement  Act  of  1992. 
Public  Law  102-554.  dated  October  28.  1992  established  special  assistance  to 
qualified  beginning  farmers  and  ranchers  to  enable  them  to  conduce  viable  farming 
and  ranching  operations. 

Emergency  disaster  loans  -  are  made  to  farmers  in  counties  declared  as  emergency 
disaster  areas  or  in  contiguous  counties  to  restore  production.  Family  farmers  who 
cannot  get  credit  elsewhere  are  eligible  for  actual  loss  loans  of  up  to  $500,000 
per  disaster  at  a  rate  of  4.5  percent.  Repayment  terms  for  actual  loss  loans  vary 
according  to  the  purposes  of  the  loan,  type  of  collateral  available  to  secure  the 
loan,  and  the  projected  repayment  ability  of  the  borrower.  Loans  for  actual 
production  or  physical  losses  to  crops,  livestock,  supplies  and  equipment  may  be 
scheduled  for  repayment  for  up  to  seven  years.  Under  some  conditions  a  longer 
repayment  period  may  be  authorized  for  production  loss  loans,  but  not  to  exceed  20 
years.  Generally,  real  estate  will  be  needed  as  security  when  more  than  seven 
years  is  authorized.  Loss  loans  for  actual  losses  to  real  estate  will  generally  be 
scheduled  for  repayment  within  30  years  but  under  some  conditions  may  be  scheduled 
for  up  to  40  years. 

Soil  and  water  loans  -  are  made  to  farmers,  ranchers  and  non- operator  owners  for 
land  and  water  development,  use.  and  conservation.  Loans  are  repayable  in  not  more 
than  40  years.  The  interest  rate  for  direct  loans  is  determined  by  the  Secretary 
of  Agriculture  and  does  not  exceed  the  cost-of-money  to  the  Government,  plus  up  to 
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1  percent  additional.  The  interest  rate  is  increased  by  2  percent  if  the  project 
being  financed  involves  the  use  of  prime  farmland  for  non-farm  purposes. 
Guaranteed  loans  bear  an  interest  rate  negotiated  by  the  lender  and  the  borrower. 

Indian  tribe  land  acquisition  loans  •  are  made  to  qualified  Indian  tribes  or  tribal 
corporations  to  acquire  land  or  interest  in  land  within  the  tribe's  reservation  or 
Alaskan  Indian  community,  as  determined  by  the  Secretary  of  the  Interior.  The 
interest  rate  is  determined  by  the  Secretary  of  Agriculture.  Loans  are  repayable 
in  not  more  than  40  years. 

Watershed  works  of  improvement  and  flood  prevent ion  loans  •  are  made  to  local 
sponsors  of  projects  approved  tor  operation  by  the  Soi I  Conservation  Service. 
Loans  are  made  to  local  organizations  for  installing,  repairing,  or  improving 
watersheds  and  water  storage  facilities,  purchasing  sites  or  rights-of-way.  and 
related  costs.  These  loans  are  repayable  in  not  more  than  50  years  at  an  interest 
rate  based  on  the  average  rate  paid  by  the  U.S.  Treasury  on  obligations  of  similar 
maturity.  Total  loans  outstanding  on  any  one  project  may  not  exceed  $10  million. 

Resource  conservation  and  development  loans  -  are  made  to  local  sponsors  of 
projects  approved  for  operation  by  the  Soil  Conservation  Service.  Loans  are  made 
to  local  organizations  for  planned  conservation  measures  and  works  of  improvement 
as  specified  in  approved  work  plans.  These  loans  are  repayable  in  not  more  than  30 
years  at  an  interest  rate  based  on  the  average  rate  paid  by  the  U.S.  Treasury  on 
obligations  of  similar  maturity. 

State  mediation  grants  -  are  made  to  States  which  have  been  certified  by  USDA  as 
having  an  Agricultural  loan  mediation  program  which  meets  federal  requirements  for 
certification.  Grants  will  be  solely  for  operation  and  administration  of  the 
State's  Agricultural  Loan  Mediation  Program.  A  grant  will  not  exceed  70  percent  of 
the  total  fiscal  year  funds  that  a  qualifying  State  requires  to  operate  and 
administer  its  Agricultural  Loan  Mediation  Program.  In  no  case  will  the  total 
amount  of  a  grant  exceed  $500,000  annually. 

Agricultural  Resource  Conservation  Demonstration  Program  -  as  authorized  by  the 
F-arms  for  the  Future  Act  of  1990.  as  amended,  provides  for  the  issuance  of  loan 
guarantees  to  assist  eligible  states,  on  a  cost  sharing  basis,  in  financing  a 
farmland  protection  effort  to  preserve  vital  farmland  resources  for  future 
generations.  Under  the  program,  the  Secretary  provides  Federal  guarantees  and 
interer*  assistance  for  loans  made  to  State  trust  funds.  Each  guarantee  shall  be 
for  a  -  i  year  period  covering  100  percent  of  the  principle  and  interest  due.  The 
Secret  -v  shall  pay  all  the  interest  due  for  the  first  five  years  of  the  loan  and 
no  les  "han  3  percentage  points  of  the  interest  for  the  next  five  years.  The 
intere:-  rate  is  negotiated  between  the  borrower  and  lender,  except  that  no 
eligit  e  loan  shall  bear  an  interest  rate  in  excess  of  10  percent  per  year.  The 
maximum  allowable  loan  guarantee  is  $10  million  per  year,  to  each  eligible  state, 
througn  September  30.  1996. 

Eligible  uses  for  guaranteed  loan  funds  include  the  purchase  of  development  rights, 
conservation  easements  or  other  types  of  easements,  or  to  purchase  Agricultural 
land  in  fee  simple  or  some  lesser  estate  in  land:  to  pay  all  reasonable  and 
customary  costs;  to  pay  the  costs  of  enforcing  easements  or  land  use  restrictions: 
to  cover  the  cost  of  complyinc  with  regulations  issued  by  the  Secretary  under  this 
program  and  the  costs  of  implementing  the  farmland  plan  of  operation,  with  the 
exception  of  overhead  expenses  of  the  State  trust  fund. 

Outreach  &  Technical  Assistance  Grants  for  Socially  Disadvantaged  Farmers  -  This 
grant  program  is  authorized  under  section  2501  of  the  hood.  Agriculture. 
Conservation,  and  Trade  Act  of  1990.  The  Secretary  of  Agriculture  is  empowered  to 
make  grants  to  eligible  community  based  organizations  with  demonstrated  expertise 
in  providing  Agricultural  education  or  other  Agricultural  related  services  to 
socially  disadvantaged  groups.  Also  eligible  are  the  1890  Land-Grant  Colleges 
including  Tuskegee  Institute.  Indian  tribal  community  colleges.  Hispanic  servicing 
post -secondary  educational  institutions,  and  post -secondary  educational 
institutions  naving  the  required  expertise. 

HOUSING  PROGRAMS: 


Section  502  •  Subsidized  housing  loans  •  are  made  to  repair  or  purchase  new  or 
existing  housing  in  order  to  provide  very  low- income  and  low- income  rural  residents 
who  cannot  obtain  credit  elsewhere,  with  a  modest,  safe,  and  sanitary  single  family 
dwelling  at  rates  and  terms  they  are  able  to  afford.  Families  are  eligible  who 
meet  certain  criteria  and  qualify  for  interest  credit,  which  reduces  the  effective 
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interest  rate  for  the  borrower  to  as  low  as  1  percent.  Loans  are  repayable 
normally  in  33  years,  or  38  years  under  certain  conditions.  Not  less  than  40 
percent  of  the  funding  authorized  nationally  is  to  be  set  aside  for  very  low- income 
families  or  persons,  and  not  less  than  30  percent  of  the  funding  allocated  to  each 
State  is  to  be  available  for  very  low -income  families  or  persons.  Very  low -income 
applicants  unable  to  afford  a  loan  with  maximum  interest  credit  may  be  considered 
and  qualify  for  a  loan  under  the  Deferred  Mortgage  Payment  Program,  newly 
authorized  in  1991.  under  which  up  to  25  percent  of  a  borrower  s  monthly  payment 
can  be  temporarily  deferred  with  the  deferred  amounts  subject  to  repayment. 

Section  502  -  Unsubsidized  housing  loans  -  are  made  to  finance  equity  and  make 
repairs  in  connection  with  transfers,  make  repairs  and  renovation  to  existing 
borrower  dwellings,  and  make  repairs  to  suitable  inventory  dwellings  in  connection 
with  credit  sales;  or  to  low  or  very  low -income  applicants  that  are  otherwise 
eligible  for  the  program  but  do  not  require  interest  credit  assistance  under  the 
interest  credit  formula.  This  credit  is  made  available  to  those  who  cannot  obtain 
credit  elsewhere.  The  interest  rate  is  based  on  Treasury's  cost -of -money.  The 
term  for  repayment  is  normally  33  years.  Guaranteed  loans  may  be  made  to  eligible 
moderate- income  applicants  on  an  unsubsidized  basis  to  purchase  new  or  existing 
housing.  Loans  are  repayable  over  a  30  year  period.  Interest  rates  may  not  exceed 
the  current  Department  of  Veterans  Affairs  rate  or  the  current  Fannie  Mae  rate.. 

Section  515  ■  Rural  rental  and  cooperative  housing  loans  -  are  made  to  individuals, 
corporations,  associations,  btate  or  local  public  agencies,  trusts,  or  partnerships 
to  provide  modest-cost  rental  or  cooperative  housing  and  related  facilities  for 
elderly  persons  and  other  persons  of  low-income  and  very  low-income  or  moderate- 
income  in  rural  areas.  These  loans  are  repayable  in  not  more  than  50  years,  and 
the  interest  rate  to  the  borrower  is  based  on  Treasury's  cost -of- money,  with 
provisions  for  interest  reductions  under  most  circumstances  based  on  tenant  income. 
These  loans  are  made  only  if  the  applicant  cannot  meet  the  need  for  housing  with 
financial  assistance  from  other  sources.  Loans  may  also  be  made  to  provide  equity 
payments  to  borrowers  whose  Section  515  loans  could  otherwise  be  prepaid  and 
removed  from  the  program.  Equity  loans  can  also  be  made  to  nonprofit  organizations 
and  public  agencies  wishing  to  purchase  projects  that  are  eligible  for  prepayment. 

Section  521  -  Rural  rental  assistance  payments  -  are  made  to  owners  of  FmHA- 
financed  rentai  projects  in  order  to  make  housing  affordable  to  very  low -income 
occupants  at  rates  commensurate  to  their  incomes.  Rental  rates  to  tenants  are  not 
to  exceed  the  higher  of  (1)  30  percent  of  the  monthly  adjusted  income.  (2)  10 
percent  of  monthly  income,  or  (3)  the  portion  of  the  welfare  assistance  payments 
specifically  designated  for  housing  costs  in  the  case  of  a  person  or  a  family 
receiving  such  assistance.  Congress  authorized  and  appropriated  assistance  under 
Section  502(c)(5)(D)  for  debt  forgiveness  for  owners,  or  payments  to  eligible 
households  of  subsidized  renters  in  projects  purchased  by  eligible  nonprofit 
organizations  or  public  agencies  to  prevent  diversion  of  low-income  rental  housing 
by  virtue  of  Section  515  loan  prepayment. 

Section  504  -Very  low-income  housing  repair  grants  -  are  made  to  very  low- income 
persons  to  make  necessary  repairs  to  their  dwellings  in  order  to  make  them  safe  and 
remove  health  hazards  to  the  families  or  the  community.  Recipients  must  be  62 
years  of  age  or  older  and  unable  to  repay  a  loan.  These  grants  carry  a  lifetime 
assistance  limitation  of  $5,000  per  recipient. 

Section  504  ■  Very  low- income  housing  repair  loans  -  are  made  to  very  low- income 
persons  to  repair  or  improve  their  dwellings  in  order  to  make  them  safe  and 
sanitary  or  to  remove  health  hazards  to  the  families  or  the  community.  Loans  are 
made  at  a  1  percent  interest  rate  for  not  more  than  20  years.  The  maximum  loan 
assistance  for  section  504  repair  purposes  is  $15,000. 

Section  514  -Rural  housing  for  domestic  farm  labor  loans  -  are  made  to  farm 
owners,  to  public  or  private  nonprofit  organizations,  or  to  nonprofit  organizations 
of  farm  workers  to  provide  modest  living  quarters,  basic  household  furnishings,  and 
related  facilities  for  farm  workers.  The  loans  are  repayable  in  not  more  than  33 
years  and  bear  interest  not  in  excess  of  1  percent,  except  under  certain 
circumstances.  The  interest  rate  limitation  may  be  waived  by  the  Secretary  of 
Agriculture  in  favor  of  a  Treasury  cost-of-money  based  interest  rate  in  order  to 
provide  needed  housing  and  related  facilities  for  migrant  domestic  farm  laborers 
where  there  are  no  public  or  private  non-profit  sponsors  available  for  owning  and 
managing  the  needed  housing.  Loans  to  organizations  may  be  made  simultaneously 
with  farm  labor  housing  grants  and  are  made  only  if  the  necessary  housing  cannot  be 
provided  with  financial  assistance  from  other  sources. 
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Section  516  -  Rural  housing  for  domestic  farm  labor  grants  -  are  made  to  public  or 
broad-based  private  nonprofit  organizations.  States  or  political  subdivisions,  or 
nonprofit  organizations  of  domestic  farm  workers.  Grant  assistance,  not  to  exceed 
90  percent  of  the  total  development  costs,  is  provided  for  new  construction  or 
rehabilitation  of  existing  buildings  suitable  for  dwelling  use  by  domestic  farm 
laborers.  Funds  also  may  be  used  for  essential  related  facilities  such  as  dining 
halls,  community  rooms  or  buildings,  infirmaries  or  other  essential  services, 
including  basic  household  furnishings.  These  grants  may  be  made  simultaneously 
with  domestic  farm  labor  housing  loans. 

Section  524  -Rural  housing  site  loans  -  are  made  for  purchase  and  development  of 
land  to  be  subdivided  into  building  sites  and  sold  on  a  nonprofit  basis  to  low- 
income  and  moderate- income  families  or  to  organizations  for  rental  or  cooperative 
housing.  Direct  loans  are  made  for  a  2-year  period  at  an  interest  rate  based  on 
Treasury's  cost-of -money. 

Section  523  -  Mutual  and  self-help  housing  grants  -  are  especially  designed  to  aid 
the  development  of  mutual  or  self-help  housing  programs  under  which  groups  of 
families  build  their  own  homes  by  mutually  exchanging  labor.  Grants  are  used  to 
provide  technical  and  supervisory  assistance  to  rural  families  who  build  their 
homes  by  the  self-help  method. 

Section  509(c)  •  Compensation  for  construction  defects  -  payments  are  made  to 
eligible  Section  bUi!  borrowers  to  pay  for  making  structural  repairs  on  newly 
constructed  dwellings  built  or  purchased  as  approved  by  the  Agency.  The  assistance 
must  be  requested  by  the  owner  of  the  property  within  18  months  after  the  loan  is 
closed  or  final  construction  inspection  is  made.  Claims  will  not  be  paid  until 
provisions  under  the  builder's  warranty  have  been  fully  pursued. 

Section  525/509(f)  -  Supervisory  &  Technical  Assistance  grants  -  are  made  to  public 
and  private  nonprofit  organizations  for  packaging  loan  applications  for  housing 
under  Sections  502.  504,  514/516.  515,  524  and  533.  The  assistance  is  to  be 
directed  to  underserved  areas  where  at  least  20  percent  or  more  of  the  population 
is  at  or  below  the  poverty  level  and  at  least  10  percent  or  more  of  the  population 
resides  in  substandard  housing. 

Section  533  ■  Housing  preservation  grants  -  are  made  to  eligible  nonprofit  private 

?  roups.  Indian  tribes,  or  Government  agencies  for  the  rehabilitation  of  single 
amily  housing  owned  by  low-income  and  very  low-income  rural  families  and  the 
rehabilitation  of  rental  and  cooperative  housing  for  low-income  and  very  low-income 
rural  families. 

Self-help  housing  land  and  development  fund  -  provides  qualified  public  or  private 
nonprofit  organizations  with  financing  for  the  acquisition  and  development  of  rural 
building  sites  for  houses  to  be  constructed  by  the  self-help  method.  Loans  are 
made  for  a  2-year  period  at  an  interest  rate  not  to  exceed  3  percent. 

Rural  Housing  Voucher  Program  -  as  authorized  under  section  542  of  Title  V  of  the 
Housing  Act  of  1949.  as  amended,  provides  housing  assistance  to  individuals  and 
families  based  on  the  difference  between  what  the  family  can  afford  for  rental 
housing,  up  to  30  percent  of  their  income,  and  the  cost  of  rental  housing  in  the 
community,  based  on  the  fair  market  rental  rate  established  by  the  Secretary  for 
the  areas.  This  program,  similar  to  rental  assistance,  will  be  targeted  to  areas 
where  rural  housing  units  are  available  but  not  currently  affordable  for  the  very 
low-income.  The  5-year  voucher  agreements  can  be  used  for  any  available  housing  in 
the  area  that  best  meets  the  tenant's  needs,  including  FmHA  financed  rental  units. 

Credit  reform  procedures  -  The  1994  Budget  reflects  the  credit  reform  procedures 
tor  federal  credit  programs  authorized  by  the  Budget  Enforcement  Act  of  1990.  Title 
XIII  of  the  Omnibus  Budget  Reconciliation  Act  of  1990.  These  procedures  require 
that  budget  authority  and  outlays  for  these  loan  programs  represent  subsidy  costs, 
including  interest  subsidies,  defaults,  and  administrative  expenses,  rather  than 
loan  disbursements  and  repayments.  Loan  levels  are  included  in  the  appropriation 
language  requested  for  the  subsidy  amount  for  FY  1995.  The  appropriation  language 
also  specifies  the  portion  of  the  requested  budget  authority  to  be  used  for 
administrative  expenses.  Budget  authority  for  the  subsidy  represents  the  net 
present  value  of  estimated  cash  flows  over  the  lifetime  of  the  loans;  whereas 
outlays  represent  the  portion  of  the  subsidy  related  to  the  loan  amounts  disbursed 
within  the  year.  Budget  authority  and  outlays  for  the  subsidies  are  presented  in 
the  Budget  in  "loan  program  accounts."  All  loan  disbursement  and  repayment 
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activity  related  to  loans  made  in  FY  1992  or  later  appear  in  a  "financing  account 
and  is  considered  "off-budget"  for  purposes  of  estimating  the  deficit.  Budget 
authority  and  outlays  for  liquidating  accounts"  are  calculated  as  before,  to 
represent  disbursements,  borrower  repayments  and  payments.  Federal  Financing  Bank 
repayments  and  Treasury  loan  repayments. 

General  -  In  fiscal  year  1994.  the  budgeted  lending  programs  will  be  comprised  of 
direct  and  guaranteed  loans.  FmHA  is  responsible  for  making,  disbursing,  servicing 
and  collection  of  direct  loans. 

Guaranteed  loans  are  originated,  held,  and  serviced  by  private  financial  agencies 
or  other  lender  approved  by  the  Secretary.  The  Agency  guarantees  to  pay  to  the 
lender  up  to  a  specified  percent  of  the  race  value  of  a  guaranteed  loan  if  the 
borrower  fails  to  repay. 

As  of  September  30.  1993.  FmHA's  total  principal  indebtedness  was  about  $49 
billion.  FmHA  administers  its  programs  through  the  Washington  Headquarters,  47 
State  offices,  a  National  Finance  Office  in  St.  Louis,  Missouri,  and  approximately 
2.000  district  and  county  offices  utilizing  the  services  of  about  3.236  supervisors 
and  5  903  local  committee  members.  As  of  September  30.  1993.  there  were  12.652 
FmHA  employees   Of  these.  563  PFT  and  32  others  were  based  in  Washington  and 
10.462  PFT  and  2.800  others  were  in  the  field. 

COOPERATIVE  PROGRAMS: 

The  cooperative  programs  assigned  functions  are  under  both  the  Cooperative 
Marketing  Act  of  1926  and  under  the  Agricultural  Marketing  Act  of  1946.  Under  the 
Cooperative  Marketing  Act.  these  programs  are  authorized  to  :  (1)  acquire,  analyze, 
and  disseminate  economic,  statistical,  and  historical  information  regarding  the 
progress,  organization,  and  business  methods  of  cooperative  associations  in  the 
United  States,  and  foreign  countries:  (2)  conduct  studies  of  economic,  legal, 
financial,  social,  and  other  phases  of  cooperation,  including  analyses  of 
cooperative  associations;  (3)  make  survey  and  analyses  of  the  accounts  and  business 
practices  of  representation;  (4)  confer  and  advise  with  committees  or  groups  of 
producers  who  ant  to  form  a  cooperative  association  and  to  make  an  economic 
analysis  of  the  facts,  relevant  to  setting  up  such  an  association:  (5)  promote  the 
knowledge  of  cooperative  principles  and  practices  and  to  cooperate  in  promoting 
such  knowledge  to  others;  and  (6)  make  special  studies  to  acquire  and  disseminate 
such  information. 

Under  the  Agricultural  Marketing  Act.  these  programs  are  authorized  to  carry  out 
responsibilities  which  relate  to  the  marketing  aspects  of  cooperatives,  including 
economic  research  and  analysis  and  the  application  of  economic  research  findings. 
In  addition,  these  programs  are  authorized  to  work  with  institutions  and 
international  organizations  on  subjects  relating  to  cooperatives. 


The  studies  conducted,  alone  or  in  conjunction  with  other  Federal  or  State 
institutions,  are  intended  to  provide  farmers  with  information  on  economic, 
financial,  organizational,  legal,  and  social  aspects  of  cooperative  activity.  In 
today's  rapidly  changing  economic  environment,  these  programs  provide  technical 
advice  to  assist  farmer  cooperatives  in  the  development  and  operation  of  viable 
profitable  organizations  serving  the  nation's  family  farmers. 

RURAL  DEVELOPMENT  ADMINISTRATION 

The  Rural  Development  Administration  was  established  by  Public  Law  101-624.  The 
Food  Agriculture.  Conservation  and  Trade  Act  of  1990.  enacted  November  28.  1990. 
The  Rural  Development  Administration's  program  activities  include: 

COMMUNITY  PROGRAMS: 

Community  facility  loans  -  are  insured  loans  authorized  to  be  made  to  public. 
quasi-public,  and  nonprofit  associations  and  to  certain  Indian  tribes  in  rural 
areas  and  towns  with  a  population  of  20.000  or  less  for  essential  community 
facilities  including  necessary  related  equipment.   Loans  are  repayable  in  not  more 
than  40  years.  Direct  loans  bear  interest  not  in  excess  of  the  current  market 
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yield  for  comparable  term  municipal  obligations.  Those  loans,  made  in  areas  where: 
(1)  the  median  household  income  of  the  service  area  falls  below  the  higher  of  80 
percent  of  the  statewide  nonmetropolitan  median  household  income  or  the  poverty 
level,  and  (2)  the  project  is  for  Health  Care  and  related  facilities  or  is  needed 
to  meet  health  or  sanitary  standards,  bear  interest  not  in  excess  of  5  percent.  An 
intermediate  rate  based  on  the  poverty  rate  plus  one- half  the  difference  between  5 
percent  and  the  market  rate,  with  a  ceiling  of  7  percent,  will  apply  for  those 
projects  that  do  not  meet  the  requirements  for  the  5  percent  interest  rate  but  are 
located  in  areas  where  the  median  household  income  does  not  exceed  100  percent  of 
the  statewide  nonmetropolitan  median  household  income.  Direct  loan  recipients  also 
nave  their  choice  between  the  interest  rate  in  effect  at  the  time  of  loan  approval 
or  loan  closing.  An  additional  2  percent  is  added  to  the  interest  rate  if  projects 
are  built  on  prime  farmland,  unless  the  borrower  is  a  public  body  and  there  are  no 
suitable  optional  sites.  Guaranteed  loans  may  be  made  to  borrowers  unable  to 
obtain  credit  elsewhere  under  similar  terms  and  conditions.  The  interest  rate  for 
guaranteed  loans  is  negotiated  between  the  lender  and  borrower. 

Water  and  waste  disposal  loans  -  are  loans  authorized  to  be  made  to  public,  quasi- 
public,  and  nonprofit  associations,  and  to  certain  Indian  tribes  in  rural  areas  and 
towns  with  a  population  not  in  access  of  10.000  for  the  development,  replacement, 
or  upgrading  of  water  systems  and  waste  disposal  systems.  These  loans  are 
repayable  in  not  more  than  40  years.  Direct  loans  bear  interest  not  in  excess  of 
the  current  market  yield  for  comparable  term  municipal  obligations.  Those  loans, 
made  in  areas  where:  (1)  the  median  household  income  of  the  service  area  falls 
below  the  higher  of  80  percent  of  the  statewide  nonmetropolitan  median  household 
income  or  the  poverty  level;  and  (2)  the  project  is  needed  to  meet  applicable 
health  or  sanitary  standards,  bear  interest  not  in  excess  of  5  percent.  An 
intermediate  rate  based  on  the  poverty  rate  plus  one- half  the  difference  between  5 
percent  and  the  market  rate,  with  a  ceiling  of  7  percent,  will  apply  for  those 
projects  that  do  not  meet  the  requirements  for  the  5  percent  interest  rate  but  are 
located  in  areas  where  the  median  household  income  does  not  exceed  100  percent  of 
the  statewide  nonmetropolitan  median  household  income.  Guaranteed  loans  may  be 
made  to  borrowers  unable  to  obtain  credit  elsewhere  under  similar  terms  and 
conditions.  The  interest  rate  for  guaranteed  loans  is  negotiated  between  the 
lender  and  borrower. 

Water  and  waste  disposal  grants  -  are  authorized  to  be  made  to  public,  quasi - 
public,  and  nonprofit  associations,  and  to  certain  Indian  tribes  for  the 
development,  storage,  treatment,  purification,  and  distribution  of  water  or  the 
collection,  treatment,  or  disposal  of  waste  in  rural  areas.  Grants  are  used  for 
water  and  waste  disposal  projects  servicing  the  most  financially  needy  communities 
to  reduce  user  costs  to  a  reasonable  level.  Grants  may  be  made  to  communities  that 
have  a  median  household  income  that  falls  below  the  higher  of  the  poverty  line  or 
100  percent  of  the  State's  nonmetropolitan  median  household  income.  Grant  rates 
are  based  on  a  graduated  scale  providing  higher  rates  for  projects  in  communities 
that  have  lower  income  levels  but  may  not  exceed  75  percent  of  the  eligible 
development  costs  of  the  project.  The  grant  rate  for  communities  whose  income 
level  exceeds  the  poverty  line  and  is  more  than  80  percent  but  less  than  100 
percent  of  the  State's  nonmetropolitan  median  household  income  may  not  exceed  55 
percent  of  the  eligible  development  cost  of  the  project.  In  addition.  P.L.  99-198, 
the  Food  Security  Act  of  1985.  provided  that  not  less  than  1  percent  nor  more  than 
2  percent  of  the  water  and  waste  disposal  grant  funds  appropriated  each  year  be 
made  available  for  technical  assistance  and  training  of  eligible  grantee 
associations.  Also,  the  FY  1994  Appropriations  Act  provides  $25  million  for  grants 
to  the  Colonias  along  the  United  States-Mexico  border  and  $15  million  for  grants  to 
remedy  the  dire  sanitation  conditions  in  rural  Alaska  villages. 

Emergency  community  water  assistance  grants  -  are  authorized  to  be  made  to  public 
bodies  and  private  nonprofit  organizations  for  the  purpose  of  construction  or 
extension  of  waterlines,  repairs  or  maintenance  of  existing  systems,  replacement  of 
equipment,  and  payment  of  costs  to  correct  emergency  situations.  Grants  may  be 
made  for  100  percent  of  projected  cost  in  rural  areas  and  cities  or  towns  with  a 
population  not  in  excess  of  5.000  and  a  median  household  income  not  in  excess  of 
100  percent  of  the  State's  nonmetropolitian  median  household  income.  Grants  made 
to  alleviate  a  significant  decline  in  quantity  or  quality  of  water  available  from 
the  water  supplies  in  rural  areas  that  occurred  within  two  years  of  filing  an 
application  with  FmHA  may  not  exceed  $500,000.  Grants  made  for  repairs,  partial 
replacement  or  significant  maintenance  on  an  established  system  may  not  exceed 
$75,000.  Until  June  30,  1994  grants  are  available  for  emergency  expenses  resulting 
from  the  Midwest  floods  and  other  natural  disasters  of  1993. 
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Sol  id- waste  management  grants  •  are  authorized  to  be  made  to  nonprofit 
organizations  and  public  bodies  in  rural  areas  and  towns  up  to  10.000  to  local  and 
regional  governments  and  related  agencies  for  reducing  or  eliminating  pollution  of 
water  resources  and  improve  planning  and  management  of  solid  waste  disposal 
facilities. 

Business  and  industrial  guaranteed  loans  -  are  guarantees  issued  to  local  lenders 
on  loans  made  to  public,  private,  or  cooperative  associations  organized  for  profit 
or  nonprofit,  to  certain  Indian  tribes  or  tribal  groups,  corporate  entities,  or  to 
individuals  for  the  purpose  of  improving,  developing,  or  financing  business, 
industry,  and  employment,  and  improving  the  economic  and  environmental  climate  in 
rural  communities.  This  type  of  assistance  is  available  only  to  businesses  located 
in  areas  outside  the  boundary  of  a  city  of  50,000  or  more  and  its  immediate 
adjacent  urbanized  area.  These  loans  are  made  at  rates  agreed  upon  by  the  borrower 
and  lender  with  a  maturity  of  7.  15.  or  30  years  depending  on  the  collateral 
offered,  with  a  maximum  of  $10  million  per  loan.  Loan  Guarantees  are  also 
available  until  June  30.  1994  for  the  Business  and  Industry  (B&I)  program  for  costs 
arising  from  the  consequences  of  natural  disasters  of  1993  such  as  the  Midwest 
Floods.  Also,  available  in  FY  1994  in  areas  affected  by  Hurricane  Andrew  Hurricane 
Iniki  and  Typhoon  Omar  are  Guaranteed  Business  and  Industry  subsidy  and  loans. 
Loans  are  available  in  rural  or  nonrural  areas  and  may  include  businesses  engaged 
in  Agricultural  production,  recreation,  and  tourism  that  are  ineligible  for  regular 
B&I  loans. 


are  to  be  made  to 
ons,  state  or  local 


Rural  Development/Intermediary  Relending  Program  loans  • 
intermediary  borrowers  (i.e..  private  nonprofit  corporati 

government  agencies.  Indian  tribes,  and  cooperatives)  who.  in  turn,  will  relend  the 
funds  to  rural  businesses,  private  nonprofit  organizations  and  others  meeting  the 
criteria  for  ultimate  recipients.  Financial  assistance  from  the  intermediary  to 
the  ultimate  recipient  must  be  for  community  development  projects,  the 
establishment  of  new  businesses  and/or  the  expansion  of  existing  businesses, 
creation  of  employment  opportunities  and/or  saving  existing  jobs.  The  total  amount 
of  IRP  loan  funds  requested  by  the  intermediary  plus  the  outstanding  balance  of 
existing  IRP  loan(s)  may  not  exceed  $2,000,000  per  intermediary. 

Rural  business  enterprise  grants  -  are  made  to  finance  and  facilitate  development 
of  small  and  emerging  private  business  enterprises  in  rural  areas  or  cities  of  up 
to  50.000  population.  Priority  is  given  to  applications  for  projects  in  open 
country,  rural  communities  and  towns  of  25.000  and  smaller  and  economically 
distressed  communities.  Rural  business  enterprise  grants  include  grants  made  to 
third  party  lenders  to  establish  revolving  loan  programs.  Television  demonstration 
grants  -  are  authorized  to  statewide  private  nonprofit  public  television  systems, 
whose  coverage  area  is  predominantly  rural,  for  the  purpose  of  demonstrating  the 
effectiveness  of  such  systems  in  providing  information  on  issues  of  importance  to 
farmers  and  rural  residents.  These  television  demonstration  grants  may  be  used  for 
capital  equipment  expenditures,  start-up  and  program  costs,  and  other  costs 
necessary  to  tne  operation  of  such  demonstrations. 

Other  rural  development  grants  •  are  provided  from  funds  transferred  from  the 
Appalachian  Regional  Commission  and  other  Federal  organizations  for  cooperative 
efforts  in  rural  development.  The  funded  projects  focus  on  basic  needed  facilities 
essential  to  the  region  s  growth  and  economic  development. 

Alcohol  Fuels  Credit  ■  The  Alcohol  Fuels  Credit  program  provides  guarantees, 
pursuant  to  an  emergency  declaration,  for  lines  of  credit  for  the  purpose  of 
purchasing  grains  or  cellulosic  materials  for  the  production  of  alcohol  fuels  at 
established  cooperative  facilities  as  necessary  to  meet  deliveries  under  contract. 
The  percentage  of  guarantee  is  75  percent.  All  advances  under  the  line  of  credit 
must  be  made  within  2  years  of  the  date  of  the  Contract  of  Guarantee  and  the  final 
maturity  must  be  within  3  years  of  the  line  of  credit  agreement. 

Credit  reform  procedures  -  The  1993  Budget  reflects  the  credit  reform  procedures 
for  federal  credit  programs  authorized  by  the  Budget  Enforcement  Act  of  1990.  Title 
XIII  of  the  Omnibus  Budget  Reconciliation  Act  of  1990.  These  procedures  require 
that  budget  authority  and  outlays  for  these  loan  programs  represent  subsidy  costs, 
including  interest  subsidies,  defaults,  and  administrative  expenses,  rather  than 
loan  disbursements  and  repayments.  Loan  levels  are  included  in  the  appropriation 
language  requested  for  the  subsidy  amount  for  FY  1994.  The  appropriation  language 
also  specifies  the  portion  of  the  requested  budget  authority  to  be  used  for 
administrative  expenses.  Budget  authority  for  the  subsidy  represents  the  net 
present  value  of  estimated  cash  flows  over  the  lifetime  of  the  loans;  whereas 
outlays  represent  the  portion  of  the  subsidy  related  to  the  loan  amounts  disbursed 
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within  the  year.  Budget  authority  and  outlays  for  the  subsidies  are  presented  in 
the  Budget  in  "loan  program  accounts."  All  loan  disbursement  and  repayment 
activity  related  to  loans  made  in  FY  1992  or  later  appear  in  a  "financing  account" 
and  is  considered  "off-budget"  for  purposes  of  estimating  the  deficit.  Budget 
authority  and  outlays  for  accounts"  and  are  calculated  as  before,  to  represent 
disbursements,  borrower  repayments  and  payments.  Federal  Financing  Bank  repayments 
and  Treasury  loan  repayments. 

General  •  In  fiscal  year  1994.  the  budgeted  lending  programs  will  be  comprised  of 
direct  and  guaranteed  loans.  Direct  loans  are  made  directly  to  the  borrower  by  the 
Agency  and  serviced  by  the  Agency  for  the  life  of  the  loan. 

Guaranteed  loans  are  originated,  held,  and  serviced  by  a  private  financial  agency 
or  other  lender  approved  by  the  Secretary.  The  Agency  guarantees  to  pay  to  the 
lender  up  to  a  specified  percent  of  the  face  value  of  a  guaranteed  loan  if  the 
borrower  fails  to  repay. 

As  of  September  30.  1993,  RDA's  portfolio  was  about  11,000  borrowers  total 

frincipal  indebtedness  of  about  $6.1  billion.  RDA  administers  its  programs  through 
he  Washington  Headquarters  .  with  the  loan  making  and  loan  servicing  activities  Be 
performed  by  FmHA  field  office  staff.  As  of  September  18.  1993.  there  were  250  RDA 
employees,  of  which,  232  were  full-time  employees  in  permanent  positions.  Of 
these.  64  PFT  and  10  others  were  based  in  Washington  and  168  PFT  and  8  others  were 
in  the  field. 
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FARMERS  HOME  ADMINISTRATION/RURAL  DEVELOPMENT  ADMINISTRATION 
Available  Funds  and  Staff  Years.  1993  and  Estimated  1994  and  1995 


1993  ActuaT 


1994  Estimated 


199b  Estimated 


Item 


Amount 


Staff 
Years 


Amount 


Staff 
Years 


Amount 


Staff 
Years 


Fanners  Home  Administration/RDA 


Agricultural  Credit  Insurance 
Fund: 
Program  account: 

Subsidy  a/ 

Administrative  expense- 
Non-recoverable  loan  cost.. 
Agricultural  Resource  Conser- 
vation Demonstration: 
Program  account: 

Subsidy ., 

Rural  Housing  Insurance  Fund: 
Program  Account: 

Subsidy  b/ 

Administrative  expense- 
Non-recoverable  loan  costc/ 
Rural  Development  Insurance 
Fund: 
Program  Account: 

Subsidy  d/ 

Administrative  expense- 
Non-recoverable  loan  cost.. 
Rural  Telecommunications 
Partnership  Loans: 
Program  Account: 

Subsidy 

Rural  Development  Loan  Fund: 
Program  Account: 

Subsidy  

Administrative  expense- 
Non-recoverable  loan  cost 
Alcohol  Fuels  Credit  Guarantee 
Fund: 

Subsidy 

Self-help  housing  Land 
development  fund  program 

account  (subsidy) 

Supervisor  and  technical  e/ 

assistance  grants 

State  mediation  grants 

Farm  outreach  and  assistance 

grants 

Rental  assistance  program 

Rural  Housing  Voucher  Program 
Rural  housing  for  f/ 

domestic  farm  labor 

Mutual  and  self-help  g/ 

housing  grants 

Very  low  income  housing 

repair  grants  h/ 

Compensation  for 

construction  defects  i./ 

Rural  housing  preservation 

grants 

Rural  Water  and  Waste  Disposal 

Grants  j/ 

Emergency  Community  Water 

Assistance  Grants  

Solid  Waste  Management  Grants 

Rural  Devel opment  Grants 

Local  Techincal  Assistance  and 

Planning  Grants 
Rural  Technology  &  Cooperative 

Development  Grants 

Rural  Community  Fire 

Protection  Grants. 


267,309,000 
14,467,000 

3,617,000 

587,149,000 
22,265,000 

163,675,000 
914,000 


26,720,000 
5,000 

9,000,000 

43,000 

2,500,000 
3,750,000 

403,986,000 

11,000,000 

12,750,000 

12,500,000 

500,000 

23,000,000 

430,600,000 

10,000,000 

3,000,000 

20,750,000 


3,500,000 


199,719,000 
14,234,000 

3,599,000 

724,619,000 
21,906,000 

143,631,000 
900,000 


56,000,000 
5,000 

9,000,000 

22,000 

2,500,000 
3,000,000 

3,000,000 

446,694,000 

25,000,000 

11,000,000 

12,750,000 

25,000,000 

500,000 

23,000,000 

500,000,000 

10,000,000 

3,000,000 

42,500,000 


3,500,000 


196,173,000 
14,031,000 

3,086,000 

337,827,000 
28,563,000 

179,299,000 
400,000 

636,000 

65,313,000 
5,000 


23,000 
2,500,000 

5,000,000 

523,008,000 

25,000,000 

11,297,000 

12,750,000 

25,000,000 

500,000 

23,000,000 

525,000,000 

3,200,000 
50,000,000 

5,000,000 

5,000,000 

5,000,000 
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Available  Funds  and  Staff  Years.  1993  and  Estimated  1994  and  1995-Continued 


1993  Actual 

1994  Estimate 

199b  Lstimate 

Item 

Amount 

.Staff 
Years 

Amount 

Staff 
Years 

Amount 

Staff 
Years 

Salaries  and  Expenses:                 k/ 
Direct  appropriation 44,748,000 

592 
4,046 
7,243 

758 
13 

12.652 

1/ 

42,145,000 

261,158,000 

374,255,000 

57,294,000 

1,476,000 

14,000 
736.342.000 

756 
3,780 
6,960 

842 

31 

12.369 

50,711,000 

211,488,000 

392,502,000 

57,327,000 

2,172,000 

1,503,000 

14,000 

715.717.000 

851 

Transfer  from  ACIFPA :  215,712,000 

3,600 

Transfer  from  RHIFPA 404,746,000 

6,730 

Transfer  from  RDIFPA 57,294,000 

Transfer  from  RDLFPA 524,000 

Transfer  from  RTPPA 

Transfer  from  SHHLDF :      2 1 ,  000 

Transfer  Alcohol  Fuels  Credit: 

GFPA :      100,000 

1992  Dire  Emergency 

Suppl  emental 3 ,  200 ,  000 

975 
37 
26 

Rescission -24,587,000 

Subtotal  salaries  & 
expenses  and  program 

resources :  701 .758.000 

12.219 

Total :2. 734. 758.000 

12.652 

3.021.421.000 

12.369 

2.762.328.000 

12.219 

Obi i oat  ions  under  other  USDA   : 
aoDrooriations:             : 
Soil  Conservation  Service:     : 
Watershed  protection  & 

— 

252,500 
60.000 

55.000 

Resource  conservation        : 

Subtotal  Soil  Conservation 

■/ 

312.500 

0/ 

55.000 

ID/ 

Hazardous  waste  management 2,1/8,232 

Miscellaneous  reimbursements: 
Agricultural  Service 
Centers 657.818 

2, 09?, 070 
565.000 

3,930,000 
821.000 

Total,  Agricultural 

Appropr  i  at  i  ons :  2 ,  737 ,  906 ,  550 

Other  Federal  Funds: 
Other  program  funds  from 
Federal  sources: 
Appalachia  regional  devel- 
opment program  grants 11,489,606 

Economic  Development  Grants 847,000 

Reimbursements  to  Support  the: 
Initiative  on  Rural 
Development 1.244.543 

12,652 

3,024,395,570 
12,000,000 

12,369 

2,767,134,000 
12,000,000 

12,219 

Total ,  other  program 

funds 13,581,149 

Other  administrative  funds 
from  Federal  sources: 
Appalachia  Regional  Conser- 
vation Program 70,518 

Miscellaneous  Receipts 
(health  clinic,  hearings 
transcriptions,  etc.) 48.536 

■/ 

12,000,000 

73,000 
49.000 

m/ 

12,000,000 

75,000 
49.000 

■/ 

Total,  other  administra-  : 

tive  funds 1J9.Q54. 

122.000 

124.000 

Total,  other  funds 13.700.203 

— 

12.122.000 

— 

12.124.000 

— 

TOTAL,  Farmers  Home 
Administration  and  Rural 
Development  Administration   : 2 .751 .606.753 

12-652 

3.037.517.570 

12,36? 

2,779,25? ,000 

I?-"* 

4/ 


In  1993  includes  £21,788,000  unobligated  balance  available  as  carryover  from  the  1993 
Supplemental  Appropriations  Act  of  1993. 


b/    In  1993  includes  $5, 000, 000  of  unobligated  balance  available  as  carryover  from  the  1992 
Dire  Emergency  Supplemental  Act.  In  1994  includes  $5, 985, 000  of  unobligated  balance 
available  as  carryover  from  the  1993  Flood  Supplemental. 

c/    Includes  $13,000,000  of  spending  authority  from  offsetting  collections  in  FY  1995, 
derived  from  a  proposed  one  percent  guarantee  loan  origination  fee. 

d./    Excludes  negative  subsidy  amounts  transferred  from  the  financing  account  to  the 
proprietary  receipt  account.  Excludes  12, 842, 162  of  unobligated  balance  and 
$4, 059, 827  of  recoveries  from  prior  year  obligations  which  were  available  in 
FY  1993  and  $8,035,335  unobligated  balance  available  in  FY  1994. 

e/    Excludes  $2,500,000  of  unobligated  balance  available  in  FY  1993  and  $5,000,000  of 
unobligated  balance  which  will  be  available  in  FY  1994. 

il         Excludes  $293,756  of  unobligated  balance  and  $45,525  of  recoveries  from  prior  year 

appropriations  which  were  available  in  FY  1993  and  $187,438  of  unobligated  balance  which 
will  be  available  in  FY  1994. 
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g/    Excludes  $6,961,447  of  unobligated  balance  and  $279,759  of  recoveries  from  prior  year 

appropriations  which  were  available  in  FY  1993  and  $1,984,665  of  unobligated  balance  which 
will  be  available  in  FY  1994. 

h/    Excludes  $29,640  of  unobligated  balance  and  $312,815  of  recoveries  from  prior  year 

appropriations  which  were  available  in  1993  and  $15,000,000  of  unobligated  balance  and 
$35,099  of  recoveries  which  will  be  available  in  FY  1994. 

i/    Excludes  $1,163,108  of  unobligated  balance  from  prior  year  appropriations  which  were 
available  in  1993  and  $1,350,189  of  unobligated  balance  which  will  be  available  in 
FY  1994. 

i/    FY  1993  amounts  include  carryover  from  the  FY  1992  Dire  Emergency  Supplemental  Act,  the 
FY  1993  Supplemetnal  Appropriation  Act  and  the  Flood  Supplemental  Act. 

k/    Includes  $600,000  appropriated  separately  to  the  Office  of  the  Administrator  but  excludes 
$24  587  000  rescission.  Also  includes  $110,489  transferred  from  Rental  Payments  to  GSA 
and'excludes  $212,000  transferred  to  the  Office  of  the  Secretary  and  $3,200,000  available 
as  carryover  from  the  1992  Dire  Emergency  Supplemental. 

1/    Includes  $600,000  appropriated  separately  to  the  Office  of  the  Administrator. 

m/    Staff  Years  for  SCS  and  miscellaneous  reimbursements  are  included  under  Salaries  and 
Expenses. 
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FARMERS  HOME  ADMINISTRATION  AND  RURAL  DEVELOPMENT  ADMINISTRATION 

CLASSIFICATION  BY  OBJECTS 


Personnel  Compensation: 


FY  1993  and  Estimated  FY  1994  and  FY  1995 


FY  1993        FY  1994        FY  1995 


Headquarters $945,091     $1,863,120     $2,442,240 

Field 10,868,541      21,425,880     28,085,760 


11  Personnel  Compensation 11,813,632     23,289,000     30,528,000 

12  Personnel  Benefits 2,367,644      5,061,000      6,374,000 

13  Benefits  for  Former  Personnel..       13,000        29,000        43,000 


Subtotal  Pers.  Comp.  &  Benefits...  14,194,276  28,379,000  36,945,000 

21  Travel 1,407,828  1,339,000  1,823,000 

22  Transportation  of  Things 50,000  113,000  232,000 

23.1  Rental  Payments  to  GSA 0  0  0 

23.2  Rental  Payments  to  Others 415,000  1,390,000  1,781,000 

23.3  Comm.  Util.  &  Misc.  Charges..  656,000  1,809,000  2,728,000 
24  Printing  and  Reproduction 220,000  318,000  488,000 

25.1  Consulting  Services 117,000  324,000  320,000 

25.2  Other  Services 791,063,569  901,124,000  822,633,000 

25.3  Purchases  of  goods  &  services  0  0  0 
from  Government  Accounts 463,000  944,000  1,313,000 

25.4  Operation  of  GOCOs 5,000  11,000  16,000 

26  Supplies  and  Materials 133,000  250.000  477,000 

31  Equipment 345,000  2,369,000  591,000 

33  Investments  and  loans 3,679,171,000  5,062,973,000  4,853,224,000 

41  Grants,  subsidies  and  0  0  0 
contributions 1,886,120,000  2,426,304,000  2,014,366,000 

42  Insurance  Claims  &  Indemnities.  319,000  512,000  525,000 

43  Interest  and  Dividends 5,823,766,000  5,313,913,000  4,558,109,000 

44  Refunds 3,365,000  2,000,000  1,650,000 


Total  Other  Objects 12,187,616,397  13,715,693,000  12,260,276,000 

Total  direct  obligations 12,201,810,673  13,744,072,000  12,297,221,000 

Position  Data: 


Average  Salary,  ES  positions. 
Average  Salary,  GS  positions. 
Average  Grade,  GS  positions.. 


$108,400 

$111,090 

$112,868 

$31,462 

$32,680 

$33,200 

8.44 

8.43 

8.43 

341 


>> 

i- 


re 

01 

>- 
i  m 

M-Cn 
t-Cn 

+» 

10"0 

c 
o  c 


■DOKT1 

re  re 


E  >>re 

u_  X)  E 


on 

m 

O 

Q. 

CO 

en 

VOI 

c 

*— « 

Q.' 

c 

m 

E 

i —    i  co       •— •  ro  «■  •— •  ~-i  ~* 
re    i 


coco«-eo«J-0«J-oeo«coi^w 

CinNOCOWN  CMCM  Cn  C0~*  ID 

r-irtivoeM      tnc\JOCM00<-i 

CM  t— <  ■-*  •— «  •— t  •—!  t-H 


C~«         CO 


I    CD 

i  m 


t-«cor-»CMCnr^oeniniocowiO" 

moo  cm      in  — .  o  cm  co  o 


i  00  I 

i  m  i 

i  CD  i 

■  •  i 

i  O  I 

I  ■— <  I 


tHnctrti-irt 


NONicmn^'-ininofocorn   i 
loeneo^HCO       nWNnnniH        ■ 


■    CM     I 


"O    fc- 

re  re 
a>  3 


f—   i  co      •-*  co  ^*  ^^  ^*  •-* 
re    i 


IOQ'IOO1«OinONIOKC04'00- 

nneono«ciiN«oOMio« 
•-••-ir^Oro      iflNOmaiM 

CM  •-«         •— I         t— •  •— t  «— I  p-H 


•-<co«»-incor~eomr>.co*j-en«-«»' 

in  en  csi       iOihOcmooo 


«-*<n<n^FNf-) 


in  — «  cm  «•  cc  ro  r^  mm  co  co  en  o  «3-  i 
10  en  en  cm  ro    CO  *  CM  CO  CO  CM  CM    I 


ro   i  in 
■  m 


re  re 

0)  3 


.—     I    CO 

re   i 


iinotHiipH 


MOONNHNNOiriViniOID 
ClnO>ON*N<VIKlOlO«N 

— <  —i  ',•*.  ~-t  m       ionotoio 

CM-<        -H        ilrt«« 


•-•      in   i  in  i 

i  *  i 

■  o  ■ 

i  »  i 

■  CM    l 


0)    i 


lOOvmsoiOii^OHNHin 

mccocococicfiftiO'-in-Hr-. 
in  en  cm       unovoio 


—         CM     I   CM     I 


ID     1 

o    ■ 
m    ■ 


i~   i  co      ^*  co  co »-« •-*  •-* 


"O  t- 

re  re 

a>  3 


•-H  to  «o  «cc  o  cm  f»  to  to  co  co  oo  in  — i   l 
co  en  o  cm  w      co      r>.uirocM  ■ 

CM« 


i  CO  I 
■  O  l 
l   00    i 


CO 

in 


CO 
ur> 
oo 


to 

CM 


II 

en  II 
r~  ii 
ii 
II 
O    II 

—I  II 


en 


n 
in   II 

m  ii 
r~  ii 
n 
M 
n 
ii 


■ 

cm  a 

co  v 

«•  a 

•  n 

«    H 

— •  a 


l 

10  II 

CO  U 

h-  II 

•  II 

O  li 

rt  II 


I 

ID     U 

en  ii 
vo  II 
II 
II 
II 
li 


c 

tV 


re 

■    01 

t- 

> 

<s 

01 

1  -J 

■    01 

1   > 

I  *-> 

3 

o 

Ol 

■    X 

lomonoj'-i 
i    i    i    i    i    i 

to  i/->  to  to  to  to 


CSENho 

UC30-- •«CnCOMOtOO'fl(M- • 


toto^tototototototococotototo 

C3(5C3l3t3C3t3C3C3C3t3t5C3l3'J 


en 

•— i 

CM 
CM 


CM 

to 


-I  II    •-> 


in 


1  <»   1 

I       I           "3-11 

en 

I    CO     I 

II          CO    II 

CD 

i  i»»    i 

i        r».  ii 

CO 

i     •  i 

i          -  li 

•» 

i  »-i   i 

i       ■-<  n 

CM 

o 

CO 

to 


en 
co 


CM 

in 

ID 


O 
Ol 

oo 


CM 

<D 


O 

M 

LU 

c 

a. 

C 

o 

o 

«J 

«^- 

•u 

•  p— 

c 

•!-> 

c 

*» 

01 

•r— 

0) 

•«-  t- 

C    S- 

in 

c 

to  re 

m  re 

o 

m 

O  01 

E  01 

</> 

a. 

F 

Q.  >, 

t-  >> 

u 

!~ 

1 

Ol    I 

m 

-o 

Ol 

■ot>- 

ex- 

01 

01 

o. 

Ol  o 

es 

•  i 

>- 

re 

^— 

f— -o 

t— -o 

t>- 

U 

re 

••-  c 

re  c 

<t- 

en 

*-• 

tt-  0) 

4->   Ol 

re 

c 

o 

c 

o 

*-> 

=3 

i— 

=) 

►- 

fcO 

342 


FARMERS  HOME  ADMINISTRATION 
Summary  of  Program  Levels:  FY  1993  -  FY  1995 
(Dollars  in  Thousands) 


FY   1993 
Actual 


FY  1994 
Current  Estimate 


FY  1995 
President's  Budget 


Number 


Amount 


Number 


Amount 


Number 


Amount 


FARM  PROGRAM  LOANS 
Direct  Farm  Ownership  Loans... 
Guar  Farm  Owners  Lns  (non-sub) 
Direct  Farm  Operating  Loans... 
Guar  Farm  Operat  Lns.  (non-sub) 
Guar  Farm  Operating  Lns  (sub.) 
Direct  Emergency  Disaster  Lns. 

Direct  Soil  and  water  Lns 

Guaranteed  Soil  and  Water  Lns. 
Ag.  Resource  Conservation  Demo 
Watershed  and  Flood  Prev.  Loans 
Resource  Conser  and  Dev.  Loans 
Indian  Land  Acquisition  Loans. 
Farm  Credit  Sales 


Subtotal  FP  Loans 28,026   2,192,240 


746 

S66.813 

830 

178,081 

930 

$84,649 

2,754 

448,953 

3,320 

556,543 

3,350 

576,622 

13,144 

545,173 

15,560 

700,000 

14,060 

648,217 

8,542 

874,416 

17,270 

1,800,000 

18,650 

2,000,000 

1,241 

138,925 

2,170 

250,000 

2,540 

300,000 

885 

58,607 

1,470 

100,000 

1,430 

100,000 

115 

2,101 

154 

2,897 

417 

8,040 

8 

241 

46 

1,415 

66 

2,081 

1 

6,875 

1 

6,461 

1 

5,599 

0 

0 

5 

4,000 

5 

4,215 

0 

0 

2 

600 

2 

632 

2 

859 

2 

1,000 

3 

1,233 

588 

49,277 

1,390 

123,783 

980 

90,000 

42,220   3,624,780 


42,434   3,821,2B8 


State  Mediation  Grants 

Farm  Outreach  &  Assist.  Grants. 


Subtotal  Ag.  Support. 


27      2,986 

0  0 


27 


2,986 


19      3,000 
10      3,000 


29 


6,000 


0  0 

17       5,000 

17      5,000 


TOTAL  FARM  PROGRAMS 


28,053   2,195,226 


42,249   3,630,780 


42,451   3,826,288 
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FARMERS  HOME  ADMINISTRATION 
SUMMARY  OF  PROGRAM  LEVELS:   FY  1993  -  FY  1995 
(Dollars  in  Thousands) 


RURAL  HOUSING  PROGRAMS 

Sec  502  Dir  Single  Fam  Housing 

Sec  502  Guar  Single  Fam. /Sub 

Sec  515  Dir  Multi-Fam  Housing 

Sec  504  Housing  Repair  Loans 

Sec  504  Repair  Lns.  -  Emer  Sup 

Sec  514  Farm  Labor  Hsg.  Loans 

Sec  524  RH  Site  Dev.  Loans 

Credit  Sales  of  Acquired  Property. 

Subtotal  RH  Loans 

RENTAL  ASSISTANCE  PROGRAM 

Sec  521  Rental  Assistance 

Sec  502  Rental  Assistance 

Subtotal  Rental  Assistance 

RURAL  HOUSING  SUPPORT  PROGRAMS 

Sec  516  Farm  Labor  Hsg  Grants 

Sec  516  Farm  Lab.  Gts.  Em.  Supp. .. 

Sec  504  Housing  Repair  Grants 

Sec  504  Hous.  Repair  Gts.  Em.  Supp 

Sec  523  Mutual  S/H  Hsg  Grants 

Sec  509  Construction  Defects 

Sec  523  Self -Hous  Land  Dev.  Lns... 

Sec  533  Hous  Preservataion  Gts 

Sec  525  Supr.i  Tech.  Asst.  Gts 

Housing  Vouchers -RRAP  Units 

Subtotal  Housing  Support 

TOTAL  FmHA  HOUSING  PROGRAMS 


FY 

1993 

FY 

1994 

FY 

1995 

Actual 

Current 

Estimate 

President  Budget 

Number 

Amount 

Number 

Amount 

Number 

Amount 

30,444 

1,291,308 

40,530 

1,800,000 

41,940 

1,800,000 

8,947 

539,839 

12,120 

750,000 

20,400 

1,300,000 

745 

573,857 

690 

540.107 

290 

220,000 

2,853 

11,330 

8,470 

35,000 

8,230 

35,000 

188 

513 

3,260 

15,000 

0 

0 

32 

16,300 

31 

16,300 

31 

16,482 

1 

600 

2 

600 

2 

632 

4,600 

161,925 

3,720 

133,000 

4,780 

175,776 

47,810   2,595,672 


2,045 
5 


2,050 


403,457 
522 


403,979 


4,362      71,528 


54,222   3,071,179 


68,823   3,290,007 


2,120     440,854 
55      5,840 


2,175 


446,694 


9,755 


162,447 


75,673   3,547,890 


2,380    517,108 
54      5,900 

2,434    523,006 


17 

11,152 

22 

13,086 

21 

11,000 

4 

4,784 

55 

32,500 

0 

0 

3,637 

12,808 

7,139 

39,504 

6,619 

25,000 

353 

1,471 

2,105 

9,000 

0 

0 

60 

18,007 

50 

14,735 

43 

12,750 

93 

306 

148 

500 

144 

500 

0 

0 

1 

622 

1 

368 

198 

23,000 

192 

23,000 

187 

23,000 

0 

0 

18 

4,500 

21 

5,500 

0 

0 

25 

25,000 

24 

25,000 

7,060 


103,118 


80,753   3,899,148 


85,167   4,174,016 
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PROPOSED  LANGUAGE  CHANGES 

[FARMERS  HONE  ADMINISTRATION] 

(INCLUDING  TRANSFER  OF  FUNDS) 

The  FY  1995  estimates  include  proposed  changes  in  the  language  of  this  item 
as  follows  (new  language  underscored;  deleted  matter  enclosed  in  brackets): 

Salaries  and  Expenses: 

For  necessary  expenses  of  the  Farmers  Home  Administration,  not 
otherwise  provided  for,  in  administering  the  programs  authorized  by 
the  Consolidated  Farm  and  Rural  Development  Act  (7  U.S.C.  1921-2000), 
as  amended;  title  V  of  the  Housing  Act  of  1949,  as  amended  (42  U.S.C. 
1471-1490o);  the  Rural  Rehabilitation  Corporation  Trust  Liquidation 
Act,  approved  May  3,  1950  (40  U.S.C.  440-444),  for  administering  the 
loan  program  authorized  by  title  III-A  of  the  Economic  Opportunity  Act 
of  1964  (Public  Law  88-452  approved  August  20,  1964),  as  amended [,]  : 

1  the  Cooperative  Marketing  Act  of  July  2.  1926  (7   U.S.C.  451-457).  and 
for  activities  relating  to  the  marketing  aspects  of  cooperatives. 
Including  economic  research  and  analysis  and  the  application  of 
economic  research  findings,  as  authorized  by  the  Agricultural 
Marketing  Act  of  1946  (7   U.S.C.  1621-1627).  and  for  activities  with 
institutions  or  organizations  throughout  the  world  concerning  the 
development  and  operation  of  agricultural  cooperatives  (7   U.S.C. 
3291)  and  such  other  programs  which  the  Farmers  Home  Administration 
has  the  responsibility  for  administering,  [$729,749,000]  i715.777.000; 
of  which  [$35,552,000]  $50.771.000  is  hereby  appropriated, 
[$374,255,000]  1392 .502 .000  shall  be  derived  by  transfer  from  the 
Rural  Housing  Insurance  Fund  Program  Account  in  this  Act  and  merged 
with  this  account,  [$261,158,000]  $211.488.000  shall  be  derived  by 
transfer  from  the  Agriculture  Credit  Insurance  Fund  Program  Account 
in  this  Act  and  merged  with  this  account,  ($57,294,000]  S57.327.000 
shall  be  derived  by  transfer  from  the  Rural  Development  Insurance  Fund 
Program  Account  in  this  Act  and  merged  with  this  account,  [$1,476,000] 
$2.172.000  shall  be  derived  by  transfer  from  the  Rural  Development 
Loan  Fund  Program  Account  in  this  act  and  merged  with  this  account, 

2  $1,503.000  shall  be  derived  by  transfer  from  the  Rural 
Telecommunications  Partnership  Loan  account,  and  $14.000  shall  be 
derived  by  transfer  from  the  Self-Help  Housing  Land  Development  Fund 
Program  Account  in  this  Act  and  merged  with  this  account:  Provided, 
That  not  to  exceed  [$500,000]  $515.000  of  this  appropriation  may  be 
used  for  employment  under  5  U.S.C.  3109:  Provided  further,  That  not 
to  exceed  [$4,368,000]  S3. 479. 000  of  this  appropriation  shall  be 
available  for  contracting  with  the  National  Rural  Mater  Association  or 
other  equally  qualified  national  organization  for  a  circuit  rider 
program  to  provide  technical  assistance  for  rural  water  systems. 

3  [OFFICE  OF  THE  ADMINISTRATOR] 

iFor  necessary  salaries  and  expenses  of  the  Office  of  the 
dministrator  of  the  Farmers  Home  Administration,  $600,000:  Provided, 
That  no  other  funds  in  this  Act  shall  be  available  for  this  Office.] 

The  first  change  adds  language  to  fund  the  cooperative  programs  as 
authorized  under  the  Cooperative  Narketing  Act  including  economic 
research  and  analysis  as  authorized  by  the  Agricultural  Narketing  Act. 

The  second  change  adds  language  to  fund  the  Rural  Telecommunications 
Partnership  Loan  account  as  authorized  under  the  Consolidated  Farm  and 
Rural  Development  Act,  as  amended. 

The  third  change  eliminates  the  separate  appropriation  language  for 
the  Office  of  the  Administrator  account.  To  provide  for  a  more 
efficient  operation,  it  is  proposed  that  the  Administrator's  costs  be 
funded  from  the  Farmers  Home  Administration  Salaries  and  Expenses 

Appropriation. 
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FARMERS  HONE  ADMINISTRATION  and 
RURAL  DEVELOPMENT  ADMINISTRATION 


SALARIES  AND  EXPENSES 

Appropri  ati  ons  Act ,  1994  

Budget  Estimate,  1995: 

Appropriation $50,771 ,000 

Program  Resources. 665,006,000 

Total,  Budget  Estimate,  1995 

Decrease  in  Appropriation 


$736,342,000 

715,777,000 
-20,565,000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(On  basis  of  appropriation) 


1994 

Staff  Year   Other 

1995 

Item  of  Change 

Estimated   Pay  Cost 

Reduction   Changes 

Estimated 

S&E  Direct  Appro. 

$42,145,000  +$337,000 

-$228,000  +$8,517,000 

$50,771,000 

AC IF  Prog.  Acct.. 

261,158,000  +2,163,000 

-1,463,000  -50,370,000 

211,488,000 

RDLF  Prog.  Acct.. 

1,476,000    +12,000 

-8,000    +692,000 

2,172,000 

RHIF  Prog.  Acct.. 

374,255,000  +3,101,000 

-2,098.000  +17,244,000 

392,502,000 

RDIF  Prog.  Acct.. 

57,294,000   +475,000 

-321,000    -121,000 

57,327,000 

SHHLDF  Prog.  Acct 

14,000 

14,000 

Rural  Telecommun. 

+1,503,000 

1,503,000 

Tntal 

Appropriation... 

736,342,000  +6,088,000 

-4,118,000  -22,535,000 

715,777,000 
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FARMERS  HOME  ADMINISTRATION 

and 

RURAL  DEVELOPMENT  ADMINISTRATION 

Salaries  and  Expenses 

PROJECT  STATEMENT 

(on  basis  of  adjusted  appropriation) 

(Dollars  in  Thousands) 


1993  Actual 

:   1994  Estimate 

:  Increase 

or 
:  Decrease 

199b  Estimate 

Project          Amount 

:  Staff 
:  Years 

Amount 

:  Staff 
:  Years 

Amount 

•  Staff 
:  Years 

Salaries  and  Expenses  : 

Direct           : 

Appropriation  \J :  $44,748 

1992  Dire  Emergency   : 

Supplemental :   3,200 

592 

4.046 

13 

7.243 

758 

:  $42,145 

261,158 

1,476 

374.255 

57.294 

14 

756 

3,780 
31 
6,960 
842! 

11.613 

$+8,626 

-49,670 
+696 
+18,247 
+33  ■ 

+1,503 
-29.191 

:  $50,771 

211,488 
2,172 
392.502 
57,327  : 
14  : 

1,503 
665.006 

851 

Rescission  2/ :  -24,587 

Transferred  from     : 
Other  Accounts:     : 
Agricultural  Credit  : 

Insurance  Fund    : 

Program  Account...:  215,712 
Rural  Development   : 

Loan  Fund  Program  : 

Account :    524 

3,600 
37 

Rural  Housing      : 

Insurance  Fund    : 

Program  Account...:  404,746 
Rural  Development   : 

Insurance  Fund    : 

Program  Account. ..:  57,294 
Self  Help  Housing   : 

Land  Development  : 

Fund :     21 

6,730 
975 

Alcohol  Fuels  Credit: 

Guarantee  Fund    : 

Program  Account. ..:     100 
Rural  Telecommuni-  : 

cation  Partnership:     —  : 

26 

Subtotal ,         :        : 
Transferred  from  : 
Other  Accounts :  678.397 

12.060 

694.197 

11.368 

Total  Salaries  and    : 

Expenses  3/ :  701,758  : 

12.652: 
12,652 

736,342 

12,369 

(1) 
-20,565 

-20.565 

(-7,046) 

(-27.611) 

715,777 

715.777 

(29,999) 

(745.776) 

12,219 

Transfer  from  Dept.   : 

for  SLUC :     110  : 

Transfer  to  Secretary  : 

of  Agriculture :    -212  : 

Unobligated  Balance   : 

Lapsing :  -17,785 

— 

Salaries  and  Expenses  : 
Obligations  :  683,871 

736.342 

12,369 

12,219 

Loan  Program        :        : 
Expenses  :  (23,249) 

(37,045) 

Total  Administrative  : 

ExDenses :(707.120) 

(773.387) 

Transfer  from  other 

Accounts :-660,612 

-12,060 
592 

-694,197 
42,145 

-11,613 
756 

-29,191 
8,626 

-665,006 
50,771 

-11,368 

Total  Adjusted       : 

851 

350 


1/     Includes  Office  of  the  Administrator  and  Rural  Development  Administration  and 

cooperative  programs  previously  administered  by  the  Agricultural  Cooperative  Service. 

II     FY  1993  reflects  a  rescission  of  $15,000,000  from  FmHA  and  $9,587,000  from  RDA. 

3/  Excludes  Miscellaneous  Reimbursements  of  $777,000  in  FY  1993,  $687,000  in 
FY  1994  and  $945,000  in  FY  1995.  Excludes  allocation  from  SCS  of  $313,000  in 
FY  1993  and  FY  1994  and  $55,000  in  FY  1995.  Excludes  reimbursement  related  to  RDA 
Councils.  Includes  11  staff  years  for  miscellaneous  reimbursements  and  SCS  for 
FY  1993,  and  FY  1994  and  4  staff  years  for  FY  1995  and  69  staff  years  for  ACS  in 
FY  1993,  FY  1994  and  FY  1995. 

Note:  FY  1993  actuals  reflect  consolidation  of  FmHA,  RDA  and  ACS  obligations  for 

comparability  purposes.  A  request  has  been  submitted  to  the  Congress  to  rescind 
$12,167,000  in  FY  1994  under  R94-10. 

Note:  In  FY  1995  $13,000,000  in  fees  will  be  collected  as  a  result  of  the  1  percent 
origination  fee  on  the  Guaranteed  Housing  Loans. 

Note:  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 
of  the  Farm  Service  Agency,  the  Rural  Housing  and  Community  Development 
Service,  the  Rural  Business  and  Cooperative  Service  and  the  Rural  Utilities 
Service. 
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FARMERS  HOME  ADMINISTRATION 
and 
RURAL  DEVELOPMENT  ADMINISTRATION 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 

(1)  A  net  decrease  of  S20.565.000  for  administration  of  loan  and  grant 
programs  consisting  of: 

(a)  An  increase  of  S6. 088. 000  for  FY  1995  pay  costs. 

Need  for  Change.  This  item  of  increase  is  needed  to  fund  the 
FY  1995  pay  cost  increase  at  1.6  percent  for  12,219  staff  years. 

Nature  of  Change.  The  request  covers  the  proposed  Federal  pay 
raise  at  1.6  percent  effective  January  1995.  No  additional 
funding  is  being  requested  for  the  FY  1995  locality  pay  increase. 

(b)  A  decrease  of  $4. 118.000  for  a  reduction  in  Federal  employment 
costs- 
Need  for  Change.  In  support  of  the  Secretary's  streamlining 
efforts  and  the  President's  Executive  Order  mandating  a  reduction 
in  Federal  employment,  FmHA/RDA  is  reducing  employment  from  the 
FY  1993  base  by  3.4  percent. 

Nature  of  Change.  To  achieve  the  reduction,  the  Agency  will 
streamline  its  operations.  The  total  reduction  in  personnel 
costs  amounts  to  $4,118,000  in  FY  1995. 

(c)  A  net  decrease  of  S22.535.000  for  administrative  efficiency. 

Need  for  Change.  In  support  of  the  Secretary's  streamlining 
efforts  and  the  President's  Executive  Order  to  reduce  overhead- 
type  outlays  from  the  FY  1993  baseline,  budget  authority  is 
reduced  by  $22,535,000  in  FY  1995. 

Nature  of  Change.  In  order  to  achieve  these  savings,  FmHA/RDA 
will  reduce  discretionary  expenses  by  $22,535,000  in  FY  1995,  in 
areas  such  as  ADP  initiatives,  servicing  contracts,  and  other 
contractual  activities. 


78-307O-94-12 
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EXPLANATION  OF  PROGRAM 

This  account  is  used  to  finance  the  operating  expenses  incurred  in  the 
administration  of  the  programs  of  the  Farmers  Home  Administration  (FmHA  and 
Rural  Development  Administration  (RDA).  In  fiscal  year  1995  the  appropriations 
includes  funds  to  administer  the  cooperative  programs  previously  administered  by 
the  Agricultural  Cooperative  Service.  Under  Federal  Credit  Reform,  the  funds 
available  consist  of  direct  appropriations:  transfers  from  the  Agricultural 
Credit  Insurance  Fund  Program  account.  Rural  Housing  Insurance  Fund  Program 
account.  Rural  Development  Loan  Fund  Program  account.  Rural  Development 
Insurance  Fund  Program  account.  Self-Help  Housing  Land  Development  Fund  and 
Rural  Telecommunications  Partnership  account.  In  addition,  allocations  are 
received  from  the  Soil  Conservation  Service  and  miscellaneous  reimbursements 
from  other  sources. 

The  principal  activities  of  the  Agency  include  the  making  and  servicing  of  farm, 
housing,  rural  development  loans  and  grants,  for  activities  relating  to  the 
marketing  aspects  of  cooperatives,  including  economic  research,  and  analysis  and 
the  application  of  economic  research  findings. 

Under  Federal  Credit  Reform,  administrative  costs  associated  with  loan  programs 
are  appropriated  under  the  various  program  accounts  as  listed  above. 

As  a  result  of  the  Administrations  commitment  to  streamline  the  activities  of 
the  Federal  government  and  the  Secretary's  reorganization  of  the  Department. 
FmHA/RDA  is  able  to  reduce  staffing  from  12.369  in  1994  to  12.219  in  1995  and 
achieve  additional  cost  reductions  in  administrative  expenses  through  the 
consolidation  of  administrative  functions. 

NATIONAL  APPEALS  STAFF 

In  FY  1993.  NAS  received  8.645  hearing  requests,  a  4.4X  increase  over  the 
previous  year.  There  were  5.702  hearing  decisions  rendered,  an  increase  of  8.2* 
over  FY  1992.  Second  level  review  requests  1.273  which  was  a  decrease  of  3.4* 
from  the  previous  year.  Appeal  activity  for  FY  1995  is  expected  to  be  near  the 
FY  1994  levels,  subject  to  any  change  brought  about  by  USDA  restructuring. 

AUTOMATION  INITIATIVES 

STRATEGIC  INFORMATION  RESOURCES  MANAGEMENT  PLAN  (IRM)  •  The  five-year  IRM  plan 
for  hi  sea  I  Years  1994  through  1998  was  prepared  and  submitted  to  the  Department 
of  Agriculture.  Office  of  Information  Resources  Management.  The  Plan  covers 
Farmers  Home  Administration  (FmHA)  and  Rural  Development  Administration  (RDA). 
It  includes  the  plans  for  providing  information  management  support  in  the 
interrelated  disciplines  of  IRM  program  management,  information  and  data 
management,  application  information  systems,  business/customer  support,  and 
delivery  systems  to  both  the  National  and  Field  Offices. 

INFORMATION  SYSTEMS  PLAN  (ISP)  -  The  USDA  Infoshare  project  has  initiated  an 
Information  Strategy  Plan  learn  to  develop  and/or  consolidate  ISPs  for  the 
Infoshare  Agencies.  FmHA  is  represented  on  that  team.  The  Team  began  its  work 
in  September  1993  with  initial  efforts  focused  on  defining  how  the  ISPs  will  be 
be  conducted  (e.g..  team  versus  contractor  involvement)  and  the  scope  of  the 
effort . 

DATA  ADMINISTRATION  PROGRAM  (DA)  -  FmHA  is  working  to  establish  an  integrated  DA 
program  for  all  its  systems"! During  January  1993.  FmHA  conducted  a  working  DA 
symposium  to  define  DA  within  the  context  of  FmHA  and  to  assist  our  managers  in 
making  key  decisions  in  the  planning  and  implementation  of  a  DA  program. 

RESOURCE  MANAGEMENT  SYSTEMS  (RMS)  -  RMS  is  FmHA/RDA "s  productivity  and  work 
measurement  system  which  is  currently  operated  as  a  combined  on-line  and  "hard 
copy"  mail -based  system.  FmHA  is  currently  studying  the  methodologies  to  meet 
FmHA/RDA" s  productivity  and  workloads  measurement  requirements  and  our 
responsibilities  under  the  Government  Performance  and  Review  Act  of  1993.  These 
studies  will  allow  the  Agencies  to  analyze  the  current  RMS  reporting  methodology 
and  program  and  management  information  needs  for  budget  and  staffing  allocations 
and  resource  management.  Revised  work  standards  for  FY  1994  have  been  completed 
for  all  FmHA/RDA  Programs.  FmHA  is  also  in  the  process  of  developing  new  RMS 
User  Guides  for  all  FmHA/RDA  Programs. 
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DEBTS  AND  LOAN  RESTRUCTURING  SYSTEM  •  DALR$  was  designed  to  aid  FmHA  County 
Utfice  Staff  in  determining  debt  restructuring  options  for  farmer  program 
borrowers  under  the  provision  of  both  the  Agricultural  Credit  Act  of  1987  and 
the  Food,  Agriculture.  Conservation,  and  Trade  (FACT)  Act  of  1990. 
Modifications  have  been  made  to  the  system  as  a  result  of  the  Fact  Act.   The 
modified  system  was  released  as  DALR$  Version  5.0  (DALR$  5.0) 

FARM  AND  HOME  PLAN  -  Field  offices  are  currently  utilizing  the  FHP  Version  1.2 
for  rendering  sound  loan  making/servicing  decisions.  This  system  stores  the 
current  and  historical  data  regarding  a  farm  borrower's  operation.  As  other 
applications  are^dded  to  utilize  the  existing  FHP  system  s  database,  it  has 
evolved  in  to  a  system  that  allows  FmHA  County  Supervisors  to  perform  Long  Range 
planning  on  a  borrowers  financial  information. 

MANAGEMENT  RECORDS  SYSTEM  (MRS)  ■  MRS  has  been  implemented  nation-wide.  The 
county  offices  can  process  applications  and  services  RH  and  FP  loans.  The  users 
have  the  capability  to  print  and/or  view  reports  on  the  screen.  Upon  completion 
of  Phase  II  of  the  implementation,  the  system  will  include  the  automatic  daily 
download  and  archiving  of  records.  The  system  will  continue  to  be  modified 
based  on  recommendations  from  the  user  community. 

MTFS  INDUSTRY  INTERFACE /AMAS  UPLOAD  PROJECT  -  This  project  will  allow  the  FmHA 
borrowers  or  their  agents  to  send  tenant  certification  information 
electronically  to  the  district  office.  The  data  will  be  reviewed  by  district 
office  staff  and  stored  in  the  MTFS  database.  The  tenant  data  will  also  be 
uploaded  to  the  Automated  Multiple  Housing  Accounting  System  (AMAS)  and  used  by 
the  accounting  system  to  provide  a  more  complete  billing  statement  to  the 
borrowers . 

SECURITY  AWARENESS  TRAINING  PROGRAM  PLAN  -  During  FY  1992  the  Agency  developed  a 
Security  Awareness  Training  Program  to  support  Departmental  and  Agency  automated 
information  systems  security  policy  as  promulgated  from  legal  and  regulatory 
requirements.  The  Automation  Training  Branch  is  reviewing  the  training  courses 
ana  developing  material  for  implementation. 

STREAMLINE  ACCESS  CONTROL  -  During  FY  1993.  the  analysis  of  FmHA's  current 
access  control  environment  was  completed.  FmHA  plans  to  implement  the 
Streamline  of  Access  Control  and  update  to  Release  12.0  of  IDMS  during  FY  1994. 

CONVERSION  TO  FTS2000  -  Conversion  to  FTS2000  continued  in  FY  1993.  including 
sharing  and  consolidation  of  telecommunications  service  amount  USDA  agencies. 
FmHA  also  continues  to  implement  integrated  voice  and  data  traffic  at  GSA  switch 
locations. 

FTS  CALLING  CARD  CONVERSION  -  FTS2000  initiated  a  program  to  convert  to  new 
telephone  calling  cards.  FmHA  began  the  process  of  converting  some  1600  calling 
cards  to  the  new  FTS2000  calling  cards. 

FIELD  OFFICE  CUSTOMIZED  STATUS  INQUIRY  SCREENS  -  This  project  improves  the 
ability  of  field  offices  to  obtain  status  information  on  borrower  accounts. 
These  improvements  included  conversion  of  cryptic  four-position  mnemonic  data 
element  codes  to  readily  recognizable  short -descriptive  names;  development  of 
status  inquiry  screens  designed  to  support  specific  business  functions: 
organization  of  data  by  loan  program:  and  creation  of  an  easy  to  follower  menu- 
driven  access  capability.  These  enhancements  were  implemented  in  December  1992. 

RURAL  HOUSING  MONTHLY  LOAN  STATUS  SYSTEM  -  This  is  an  automated  system  refreshed 
nightly  to  assist  County  Office  personnel  in  servicing  Rural  Housing  (RH) 
monthly  loan  borrowers.  Using  this  system,  field  offices  have  the  capability  to 
choose  from  several  categories  of  screen  displays  of  a  borrower's  payment 
status.  They  may  also  request  a  specific  borrower's  status  be  displayed, 
borrower  information  for  a  given  payment  due  date,  or  a  range  of  due  dates. 
Users  may  view  the  requested  information  on  their  computer  screen,  or  print  a 
report  of  the  information  locally. 

BEGINNING  FARMER  DOWNPAYMENT  LOAN  PROGRAM  -  This  project  established  the 
capability  to  make  and  track  three  new  beginning  farmer  downpayment  loans  within 
the  parameters  of  the  program  which  include  a  4  percent  interest  rate;  equal 
annual  installments  payable  over  a  maximum  of  10  years;  loan  repayment  periods 
between  1  and  10  years;  and  a  maximum  loan  amount  of  $75,000.  It  included  the 
capability  to  identify  borrowers  receiving  assistance  from  a  state  Beginning 
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Farmer  program  and  to  identify  borrowers  obtaining  a  FmHA  guaranteed  loan  in 
conjunction  with  the  downpayment  loan. 

SINGLE  FAMILY  HOUSING  APPRAISAL  FEES  -  A  revision  of  FmHA  Instruction  1944- A. 
Section  502  Rural  Housing  Loan  Policies,  Procedures,  and  Authorizations, 
provided  authority  to  collect  appraisal  fees  from  Section  502  loan  borrowers  to 
offset  Agency  appraisal  costs.  The  appraisal  fee  is  paid  by  the  borrower  at 
loan  closing  from  personal  funds  or  from  loan  proceeds.  This  project  enhance 
initial  system  capabilities  implemented  in  February  1989  and  was  fully 
implemented  in  February  1993. 

ACQUIRED  PROPERTY  IMPROVEMENTS  -  Two  large  projects  resulted  in  major  changes  to 
the  Acquired  Property  I  racking  System  to  include  information  concerning 
conservation  easements,  leaseback/buyback  and  homestead  protection  rights, 
leases  and  socially  disadvantaged  applicants.  Besides  capturing,  storing,  and 
reporting  data  to  internal  managers,  the  data  is  being  provided  to  other  USDA 
managers  having  a  need  to  know  via  an  information  sharing  capability. 

IMPLEMENTATION  OF  THE  DIRE  EMERGENCY  SUPPLEMENTAL  APPROPRIATIONS  ACT  OF  1992  - 
This  loan/grant  program  was  initiated  in  response  to  the  hurricanes  and  typhoons 
in  Florida.  Hawaii,  and  Guam  in  1992.  Eleven  new  direct  and  guaranteed 
loan/grant  appropriations  were  authorized  for  the  Rural  Development 
Administration  and  were  implemented  in  March  1993.  Four  new  direct  Farmers  Home 
Administration  loans/grants  authorized  for  farmer  program  and  single  family 
housing  were  implemented  in  December  1992.  Labor  housing  grants  were 
implemented  in  January  1993.  The  system  developed  for  this  program  will  also  be 
used  for  disaster  assistance  for  the  Midwest  Flood  of  1993.  Timely 
implementation  of  these  new  programs  allowed  the  people  and  communities  in  the 
affected  areas  to  recover  from  the  devastating  effects  of  these  natural 
disasters. 

IMPLEMENTATION  OF  THE  CRANSTON -GONZALEZ  NATIONAL  AFFORDABLE  HOUSING  ACT  -  This 
automation  initiative  includes  three  separate  projects  to  implement  provision  of 
the  Cranston-Gonzalez  National  Affordable  Housing  Act.  During  FY  1992.  the 
capability  to  obligate  and  close  loans  under  the  Deferred  Mortgage  Demonstration 
Program  was  implemented.  Enhancements  to  establish  Deferred  Mortgage 
receivables  and  account  for  repayment  of  the  receivables  were  implemented  during 
FY  1993.  The  capability  to  establish  Section  509  Housing  Application  Packaging 
Grants  was  also  implemented  during  Fy  1993.  Modifications  under  the  multi - 
family  housing  program  to  provide  for  overburden  relief  will  be  implemented  in 
the  future. 

ORDER.  TRACKING.  AND  INVENTORY  SYSTEM  (OTIS)  -The  OTIS  is  FmHA  and  RDA 
management  tool  tor  monitoring  the  maintenance  contract  awarded  to  General 
Telephone  and  Electronics  on  April  9,  1993.  and  ensures  accurate  ADP  equipment 
accountability.  The  system  was  implemented  in  December  1992. 

MULTI -FAMILY  HOUSING  INFORMATION  STATUS  TRACKING  RETRIEVAL  (MISTR)  -  The 
consolidation  of  the  Multi-family  Housing  Information  Status  Tracking  Retrieval 
(MISTR)  and  Automated  Multi -Housing  Accounting  System  (AMAS)  effort  has  been  in 
the  planning  stages  for  some  time  and  represents  the  joint  effort  of  the 
National  Office  and  State  Office  Multi -Family  Housing  (MFH)  staffs  and  ISM-St. 
Louis  staff.  The  result  is  a  greatly  enhanced  AMAS  system  that  will  enable  the 
MFH  program  managers  to  track  multi -State  applicants  and  borrowers. 

SUSPEND  LATE  FEES  FOR  PROJECTS  ON  SPECIAL  BUDGETS  -  Monthly  Late  Fees  are 
charged  to  Multi -Family  Housing  Projects  that  are  more  than  10  days  late  in 
making  their  scheduled  payment.  An  option  for  delinquent  borrowers  making  an 
effort  to  resolve  the  delinquency  through  workout  procedures  is  the  execution  of 
a  Special  Budget.  This  process  allows  for  the  resolution  of  the  delinquency 
over  a  period  of  time.  By  waiving  the  late  fees  for  the  borrowers  if  they  are 
meeting  the  requirements  of  the  workout  agreements,  the  borrower  is  relieved  of 
the  burden  of  additional  late  fees.  These  waivers  are  now  automatically 
generated  for  projects  that  are  coded  as  having  Special  Budgets  in  effect. 

PARALLEL  REVIEWS  OF  FmHA'S  ACCOUNTING/MANAGEMENT  SYSTEMS  -  FmHA's  Information 
Systems  Management  staff  prepared  required  documentation  and  conducted  Parallel 
Review  meetings  with  assigned  USDA  Acquisition  Review  Teams  (ART'S)  to  secure 
Technical  Approval  (TA)  of  5  systems.  The  documentation  requirement  for  each 
system  included  a  requirements  analysis,  and  an  analysis  of  feasible 
alternatives  using  a  formal  benefit  cost  analysis  mode.  Each  documentation 
package  was  reviewed  by  the  ART  assigned  to  that  system  and  presented  in  formal 
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meetings  during  August  and  September  1993.  Formal  TA's  have  been  received  for 
OTIS  and  AMAS.  and  issuance  of  formal  TA's  for  PLAS.  GLAS  and  RCFTS  is  in 
process. 

CRISIS  MANAGEMENT  PLAN  •  The  Crisis  Management  Plan  is  designed  to  minimize 
mainframe  systems  downtime  and  keep  the  users  accurately  informed  during  systems 
problems.  During  FY  1993,  the  plan  was  modified  and  reissued  to  include 
additional  mainframe  systems  and  reflect  changes  in  the  personnel  responsible 
for  particular  systems. 

INTERIM  HARDWARE/SOFTWARE  PROCUREMENT  • 

--362  upgrade  tor  1-mHA  high  use  and  large  field  offices,  providing 
upgrades  to  131  3B2"s  located  in  offices  nationwide. 

--449  portable  printers  will  provide  efficient  readily  available  print 
capability  for  the  laptop  computers  in  the  field. 

--50  uninterrupted  power  supply  devices  will  ensure  against  loss  of 
data  in  power  failure  situations  in  field  offices. 

--138  peripheral  sharing  devices  to  allow  existing  printers  to  be  utilized 
more  efficiently. 

PLANNING  AND  FINANCIAL  MANAGEMENT 

LITIGATION  TRACKING  SYSTEM  -  FmHA  is  taking  the  lead  in  working  with  the  USDA 
Chief  Financial  Officer  in  starting  the  development  of  a  Department -wide 
Litigation  Tracking  System.  FmHA  is  providing  a  Project  Manager  as  well  as 
providing  financial  assistance  during  the  initial  planning.  Systems  development 
will  be  accompanied  at  the  USDA  Computer  Center  at  Ft.  Collins.  Colorado.  FmHA 
represents  approximately  93  percent  of  the  Department's  litigation  cases. 


MVRS  -  FmHA  began  reporting  delinquencies  into  the  Department  of  Housing  and 
TJan  Devel opment ' s  Credit  Alert  Interactive  Voice  Response  System  (CAIVRS). 
UVRS  is  becoming  the  Government's  central  repository  for  information  on 


CAI 

UrT:_ 

CAIVRS  is  becoming  the  Government's  central  repository 

delinquencies  on  Federal  Government  debts.  Agencies  are  beginning  to  screen 

applications  against  the  CAIVRS  system  to  identify  applicants  who  are  delinquent 

on  Federal  debt  or  who  caused  a  claim  to  be  paid.  FmHA  will  begin  screening  its 

applications  against  CAIVRS  during  1994. 

PROCUREMENT 

STREAMLINING  PROCUREMENT  PROCESSES  -  FmHA  has  increased  its  use  of  simplified 
procurement  procedures  to  award  program  support  contracts.  This  includes  more 
use  of  small  purchases  procedures,  such  as  blanket  purchasing  arrangements. 
FmHA  is  also  evaluating  the  increased  use  of  the  Government  credit  card  and 
third  party  drafts. 

INCREASED  SOCIOECONOMIC  AWARDS  -  FmHA's  National  Office  procurement  activity 
increased  awards  to  SBA's  8(a)  program  participants  and  implemented  a  minority 
business  goal  in  its  State  Offices  tied  to  the  minority  demographics  in  each 
State. 

NATIONAL  FINANCE  OFFICE 


RURAL  DEVELOPMENT  ADMINISTRATION  (RDA)  COLLECTIONS  -  RDA  has  requested  the 
capability  to  collect  their  borrower  loan  payments  electronically  throuah 
Automated  Clearing  House  (ACH)  system.  This  capability  allows  RDA  to 


electronically  collect  a  borrower's  payment  through  a  Preauthorized  ACH  Debit 
(PAD)  against  the  borrower's  checking/savings  account.  RDA  has  requested  a 
lockbox  for  RDA  borrowers  to  mail  their  payments  to  directly. 

CASH-  LINK  -  CASH -LINK  streamlines  the  collection  process  by  combining  the 
deposit  reporting  function  and  concentrator  bank  function  which  are  performed 
separately  under  FmHA's  current  system.  FmHA  and  the  Department  of  the  Treasury 
are  modifying  CASH-LINK's  processes  to  support  FmHA's  unique  requirements. 

REMOTE  CONSOLE  FACILITIES  -  This  capability  will  enhance  the  current  remote 
console  and  job  entry  operations  in  the  Finance  Office  so  that  loan  and 
financial /statistical  reporting  to  the  Agency's  accounting  system  can  occur  in  a 
timely,  accurate,  and  responsive  manner. 
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INTERNAL  REVENUE  SERVICE  (IRS)  OFFSET  -  The  IRS  Offset  Program  allows  FmHA  to 
refer  delinquent  borrowers  to  the  IKS  and  offset  delinquency  against  the 
borrower's  tax  refund. 

ADMINISTRATIVE  PAYMENTS  REVIEW  •  The  Agency's  administrative  payment  processes 
will  be  tlowcharted  to  determine  if  there  are  adequate  internal  controls  and 
whether  the  process  flows  are  efficient.  Some  of  the  payment  processes  to  be 
flowcharted  are  the  Agency's  use  of  the  National  Finance  Center's  (NFC) 
Miscellaneous  Payment  System  (MISPAY).  travel.  Type  60  Purchase  Orders  (program 
costs)  and  relocation  costs. 

COOPERATIVE  PROGRAMS  -  Allows  farmers  to  join  together  to  achieve  goals 
unattainable  on  a  individual  basis.  Through  cooperatives,  farmers  jointly 
process  and  market  farm  products,  purchase  production  supplies,  and  obtain 
related  services. 

Through  research  and  technical  assistance,  the  Agency  advises  cooperative  boards 
of  directors  and  managers  on  a  range  of  economic,  financial,  organizational, 
legal,  and  social  aspects  of  cooperatives.  The  Agency  also  provides  technical 
assistance  to  producer  groups  interested  in  organizing  new  cooperatives.  These 
activities  are  designed  to  help  cooperatives  provide  more  efficient  and 
effective  services  to  their  farmer -members  in  a  dynamic  economic  environment. 

In  1993,  Agency  staff  participated  in  146  formal  technical  assistance  projects 
involving  156  cooperatives  and  producer  groups  in  38  states. 

In  1993.  60  projects  involving  a  variety  of  issues  and  commodities  were  carried 
out  on  behalf  or  70  established  cooperatives. 

In  1993.  86  projects  were  conducted  involving  emerging  and  developing 
cooperatives  and  producer  groups  representing  more  than  2,200  members.  Eleven 
of  these  groups  were  incorporated  as  new  cooperatives  in  1993. 


357 


FARMERS  HOME  ADMINISTRATION  and 
RURAL  DEVELOPMENT  ADMINISTRATION 


SALARIES  AND  EXPENSES  -  PROPOSED  LEGISLATION 


Budget  Estimate,  Current  Law,  1995  $715,777,000 

Change  due  to  proposed  legislation  for  user  fees..  -450,000 


Total,  Budget  Request,  1995  $715,327,000 


EXPLANATION  OF  CHANGE 

Legislation  is  being  proposed  in  FY  1995  to  shift  the  funding  source  of 
technical  assistance  provided  for  cooperative  programs  from  appropriation 
to  user  fees. 
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FARMERS  HOME  ADMINISTRATION 

and 

RURAL  DEVELOPMENT  ADMINISTRATION 

Salaries  and  Expenses 

PROJECT  STATEMENT- -PROPOSED  REORGANIZATION 

(on  basis  of  adjusted  appropriation) 


Fanners  Home  Administration: 

Salaries  and  Expenses: 

To  the  Rural  Utilities  Service: 
Transfer  from: 

Rural  Development  Insurance  Fund 

Program  Account 

Rural  Telecommunications 

Partnership  Loans  Account 


Subtotal,  Available  or  Estimate. 


To  the  Rural  Business  and  Cooperative 

Development  Service: 
Transfer  from: 

Direct  Appropriation 

Rural  Development  Insurance  Fund 

Program  Account 

Rural  Development  Loan  Fund 

Program  Account 


Subtotal,  Available  or  Estimate. 


To  the  Rural  Housing  and  Community 

Development  Service: 
Transfer  from: 

Direct  Appropriation 

Self-Help  Housing  Land  Development 

Fund  Program  Account 

Rural  Development  Insurance 

Fund  Program  Account 

Rural  Housing  Insurance  Fund 

Program  Account 

Agricultural  Credit  Insurance  Fund 
Program  Account . . 1/ 


Subtotal,  Available  or  Estimate. 


To  the  Farm  Service  Agency: 
Transfer  from: 

Agricultural  Credit  Insurance  Fund 
Program  Account 


Subtotal,  Available  or  Estimate. 


To  the  National  Appeals  Division: 

Transfer  from: 

Rural  Housing  Insurance  Fund 
Program  Account 


Subtotal,  Available  or  Estimate. 
Total,  Salaries  and  Expenses. .. . 


FY  1994 
Estimate 


18,088,800 


18,088,800 


Staff 
Years 


373 


373 


Increase 

or 
Decrease 


FY  1995 
Estimate 


(482,800) 
1,503,000 


1,020,200 


17,606,000 
1,503,000 


19,109.000 


8,061,410 

18.313,590 

1.476,000 


27,851.000 


124 

269 

31 


424 


615,590 
(2,967,590) 
696,000 


(1,656,000) 


8,677,000 

15,346,000 

2.172,000 


26,195,000 


Staff 
Years 


351 
26 


377 


135 

247 

35 

417 


34,083,590 

632 

8,010,410 

42,094,000 

716 

14 , 000 

-- 

-- 

14,000 

-- 

20,891,610 

307 

3,483,390 

24,375,000 

377 

366,218,000 

6,894 

18,266,000 

384,484,000 

6,617 

-- 

245 

-- 

-- 

245 

421,207,200 

8.078 

29,759,800 

450,967,000 

7,955 

261,158,000 

3.374 

(49,670,000) 

211,488,000 

3.355 

261,158,000 

3.374 

(49,670.000) 

211,488,000 

3,355 

8,037,000 

120 

(19,000) 

8,018,000 

115 

8,037,000 

120 

(19,000) 

8,018,000 

115 

736,342,000 

12,369 

(20,565,000) 

715,777,000 

12.219 
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FY  1994 
Estimate 

Increase 

or 
Decrease 

FY  1995 
Estimate 

Amount 

Staff 
Years 

Amount 

Staff 
Years 

Program  Loan  Costs: 

To  the  Rural  Utilities  Service: 
Transfer  from: 

Rural  Development  Insurance  Fund 

36,000 

(20.000) 

16,000 

Subtotal.  Available  or  Estimate 

36,000 

-■ 

(20.000) 

16,000 

-- 

To  the  Rural  Business  and  Cooperative 

Development  Service: 
Transfer  from: 

Rural  Development  Insurance  Fund 

45,000 
5,000 

-- 

(25,000) 

20,000 
5,000 

Rural  Development  Loan  Fund 

Subtotal,  Available  or  Estimate 

50.000 

-- 

(25,000) 

25,000 

-- 

To  the  Rural  Housing  and  Community 

Development  Service: 
Transfer  from: 

Rural  Housing  Insurance  Fund 

21,906,000 
819,000 

-- 

(6,343,000) 
(455,000) 

15,563,000 
364,000 

Rural  Development  Insurance  Fund 

Subtotal,  Available  or  Estimate 

22,725,000 

-- 

(6,798.000) 

15,927.000 

-- 

To  the  Farm  Service  Agency: 
Transfer  from: 

Agricultural  Credit  Insurance  Fund 

14,234,000 

(203,000) 

14,031,000 

Subtotal,  Available  or  Estimate 

14,234,000 

-- 

(203,000) 

14,031,000 

-- 

37.045,000 

(7.046.000) 

29.999.000 

773,387,000  12.369  :  (27  .611 .000) :  745.776.000  :12.219 

Funded  from  Other  Accounts . 
Total  Appropriation 


731.242,000  :11,613  : (36 , 237 , 000) :  695,005,000  :11,368 
42,145,000  :    756  :   8,626,000  :   50,771.000  :    851 


Note:   Excludes  miscellaneous  reimbursements  of  $1,000,000  in  FY  1994  and  FY  1995. 

1/  Funding  in  FY  1994  of  $16,926,805  and  in  FY  1995  of  $14,393,015  for  the  245  staff -years 
support  is  included  in  the  transfer  from  the  Agricultural  Credit  Insurance  Fund  Program 
Account  to  the  Farm  Service  Agency.   An  interagency  agreement  will  be  established  to 
reimburse  the  Rural  Housing  and  Community  Development  Service  for  administrative 
support  services  provided  to  the  Farm  Service  Agency. 
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FARMERS  HOME  ADMINISTRATION  AND  RURAL  DEVELOPMENT  ADMINISTRATION 
Salaries  and  Expenses 
Obligations  by  Organizational  Unit  1/ 
(in  thousands  rounded) 

Obligations 


Personnel  Comp. 
Organizational  Unit      and  Benefits     Travel   All  Other     Total 

FISCAL  YEAR  1993:   (actual) 

National  Office  $42,104      $3,051    $13,765       $58,920 

Finance  Office  and 

Field  Support 
State  Offices 
District  Offices 
County  Offices 

Total,  FmHA  494,244      24,309    167,653       686,206 

Less  Allocations  from 
other  accounts  477.492      23.485    161.970       662.947 

Total,  SiE,  FmHA  16.752        824     5.683        23.259 


34,105 

335 

10,566 

45,006 

99,022 

8,140 

33,388 

140,550 

60,195 

3,995 

17,810 

82,000 

258.818 

8.788 

92.124 

359.730 

2/ 

FISCAL  YEAR  1994: 

(estimate) 

National  Office 

43,726 

4,079 

15,405 

Finance  Office  and 

Field  Support 

35,330 

1,000 

11,795 

State  Offices 

103,491 

10,737 

37,604 

District  Offices 

62,929 

5,271 

20,065 

County  Offices 

270.539 

11.596 

103.775 

63,210 

48,125 
151,832 

88,265 
385.910 


Total,  FmHA  516,015      32,683    188,644       737,342 

Less  Allocations  from 
other  accounts  486.521      30.815    177.861       695.197 

Total,  S&E,  FmHA  29.494       1.868     10.783        42.145 

FISCAL  YEAR  1995: 


National  Office 

44,692 

3,257 

13,555 

61,504 

Finance  Office  and 

Field  Support 

36,097 

798 

10,375 

47,270 

State  Offices 

105,297 

8,534 

32,938 

146,769 

District  Offices 

64,015 

4,188 

17,571 

85,774 

County  Offices 

275.326 

9.218 

90.916 

375.460 

Total,  FmHA               525,427  25,995  165,355       716,777 

Less  Allocations  from 

other  accounts           488.210  24.154  153.642       666.006 

Total,  S&E,  FmHA            37,217  1,841  11,713        50,771 

B  =  =  =  EE5  sssss  sssss:                                    ssssss 

1/  Includes  reimbursable  obligations. 

2/  Does  not  include  impact  of  proposed  rescission  of  $12,167,000. 
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FARMERS  HOME  ADMINISTRATION 
and 
RURAL  DEVELOPMENT  ADMINISTRATION 

Positions  Filled,  Staff-Years  and  Average 
Grade  and  Salary  by  Organizational  Unit 


Organizational  Unit 

FISCAL  YEAR  1993:  (actual) 

National  Office  696 
Finance  Office  and 

Field  Support  820 

State  Offices  1,852 

District  Offices  1,390 

County  Offices  6.674 

Total,  FmHA  11,432 

FISCAL  YEAR  1994:  (current) 

National  Office  755 
Finance  Office  and 

Field  Support  820 

State  Offices  1,887 

District  Offices  1,418 

County  Offices  6.854 

Total,  FmHA  11,734 

FISCAL  YEAR  1995:  (estimate) 

National  Office  726 
Finance  Office  and 

Field  Support  811 

State  Offices  1,865 

District  Offices  1,402 

County  Offices  6.780 

Total,  FmHA  11,584 


Positions  Filled 
at  End  of  Year 
Permanent 
Full-Time    Other 


48 


3,321 


47 


3,250 


47 


Staff- 
Years 


762 


71 

830 

114 

1,885 

98 

1,463 

2.990 

7.712 

12,652 


789 


69 

805 

112 

1,836 

96 

1,425 

2.926 

7.514 

12,369 


757 


69 

798 

112 

1,817 

96 

1,410 

2.926 

7.437 

Permanent  Full-time 


Average 
Grade 


11.05 


8.44 


10.96 

8.58 

10.10 

8.47 

7.45 

8.43 


10.95 


Average 
Salary 


$41,190 


8.59 

32,020 

0.11 

37,685 

8.48 

31,610 

7.46 

27.810 

31,462 


42,490 

33,260 
39,155 
32,835 
28.880 

32,680 


43,125 


8.58 

33,790 

10.10 

39,780 

8.47 

33,360 

7.45 

29.340 

3,250 


12,219 


8.43 


33,200 
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FARHERS  HOME  ADMINISTRATION  &  RURAL  DEVELOPMENT  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  Actual  and  Estimated  1994  and  1995 
Salaries  and  Expenses 


ALABAMA 

ALASKA 

ARIZONA 

ARKANSAS 

CALIFORNIA 

COLORADO 

CONNECTICUT 

DELAWARE 

FLORIDA 

GEORGIA 

HAWAII 

IDAHO 

ILLINOIS 

INDIANA 

IOWA 

KANSAS 

KENTUCKY 

LOUISIANA 

MAINE 

MARYLAND 

MASSACHUSETTS 

MICHIGAN 

MINNESOTA 

MISSISSIPPI 

MISSOURI 

MONTANA 

NEBRASKA 

NEVADA 

NEW  HAMPSHIRE 

NEW  JERSEY 

NEW  MEXICO 

NEW  YORK 

NORTH  CAROLINA 

NORTH  DAKOTA 

OHIO 

OKLAHOMA 

OREGON 

PENNSYLVANIA 

RHODE  ISLAND 

SOUTH  CAROLINA 

SOUTH  DAKOTA 

TENNESSEE 

TEXAS 

UTAH 

VERMONT 

VIRGINIA 

WASHINGTON 

WEST  VIRGINIA 

WISCONSIN 

WYOMING 

PUERTO  RICO 

TRUST  TERRITORIES. 
VIRGIN  ISLANDS 

SUBTOTAL 11,060  584,236,977 

NATIONAL  OFFICE 762  56,963,023 

FIN. OFF. &  FLD  SPPRT    830  45,006,000 


1993 

1994 

1995 

Staff 

1993 

Staff 

FY  1994 

Staff 

1995 

Years 

Actual 

Years 

Estimate 
14,784,074 

Years 
253 

Estimate 

262 

13,839,972 

255 

14,444,682 

27 

1,426,257 

26 

1,507,396 

26 

1,484,434 

109 

5,757,851 

106 

6,145,537 

105 

5,994,828 

332 

17,537,674 

323 

18,726,493 

320 

18,269,953 

286 

15,107,755 

279 

16,175,516 

273 

15,586,554 

114 

6,021,972 

HI 

6,435,420 

110 

6,280,296 

108 

5,705,027 

105 

6,087,560 

104 

5,937,735 

51 

2,694,040 

50 

2,898,838 

49 

2,797,587 

210 

11,093,107 

205 

11,885,236 

202 

11,532,908 

314 

16,586,836 

306 

17,740,888 

303 

17,299,362 

47 

2,482,743 

46 

2,666,931 

45 

2,569,212 

172 

9,085,783 

168 

9,740,096 

166 

9,477,538 

319 

16,850,958 

311 

18,030,772 

308 

17,584,830 

252 

13,311,729 

246 

14,262,283 

243 

13,873,746 

400 

21,129,728 

390 

22,610,936 

386 

22,038,131 

209 

11,040,283 

204 

11,827,259 

201 

11,475,814 

333 

17,590,498 

324 

18,784,470 

321 

18,327,047 

316 

16,692,485 

308 

17,856,842 

305 

17,413,549 

172 

9,085,783 

168 

9,740,096 

166 

9,477,538 

63 

3,327,932 

61 

3,536,582 

61 

3,482,710 

71 

3,750,527 

69 

4,000,396 

68 

3,882,365 

284 

15,002,107 

277 

16,059,562 

275 

15,700,741 

310 

16,375,539 

302 

17,508,981 

299 

17,070,987 

535 

28,261,011 

521 

30,205,892 

516 

29,460,299 

372 

19,650,647 

362 

20,987,587 

359 

20,496,604 

134 

7,078,459 

131 

7,594,956 

129 

7,365,075 

220 

11,621,350 

214 

12.407,027 

212 

12,103,844 

30 

1,584,730 

29 

1,681,326 

29 

1,655,715 

44 

2,324,270 

43 

2,493,001 

42 

2,397,931 

104 

5,493,729 

101 

5,855,653 

100 

5,709,360 

109 

5,757,851 

106 

6,145,537 

105 

5,994,828 

280 

14,790,810 

273 

15,827,655 

271 

15,472,367 

451 

23,823,768 

439 

25,451,797 

435 

24,835,718 

235 

12,413,715 

229 

13,276,678 

227 

12,960,248 

243 

12,836,310 

237 

13,740,492 

234 

13,359,903 

295 

15,583,174 

287 

16,639,330 

284 

16,214,583 

137 

7,236,932 

133 

7,710,909 

132 

7,536,356 

254 

13,417,377 

247 

14,320,260 

245 

13,987.933 

22 

1,162,135 

21 

1,217,512 

21 

1,198,966 

285 

15,054,931 

278 

16,117,539 

276 

15,757,835 

242 

12,783,485 

236 

13,682,515 

233 

13,302,810 

351 

18,541,336 

342 

19,828,052 

339 

19,354,732 

559 

29,528,795 

545 

31,597,334 

539 

30,773,452 

105 

5,546,554 

102 

5,913,629 

101 

5,766,454 

85 

4,490,067 

83 

4,812,071 

82 

4,681,675 

279 

14,737,985 

272 

15,769,679 

269 

15,358,179 

145 

7,659,526 

141 

8,174,723 

140 

7,993,104 

155 

8,187,770 

151 

8,754,491 

149 

8,506,947 

302 

15,952,945 

294 

17,045,167 

291 

16,614,239 

85 

4,490,067 

83 

4,812,071 

82 

4,681,675 

205 

10,828,986 

200 

11,595,352 

198 

11,304,533 

26 

1,373,432 

25 

1,449,419 

25 

1,427,340 

10 

528,243 

10 

579,768 

10 

570,936 

10,775  624,699,585   10,664  608,846,188 

789  64,734,394     757  61,162,817 

805  47,908,021     798  46,767,995 

TOTAL  AVAIL.  EST.   12,652  686,206,000  12,369  737,342,000   12,219  716,777,000 

======C     KEEKBESSEBS   EBEBEE  CICtEIBBtDEIIESCEZIEC:  SSEEBBEEEBE 


Note:  Includes  reimbursements  of  $1,089,372  in  FY  1993,  $1,000,000 
in  FY  1994  and  $1,000,000  in  FY  1995. 
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FARMERS  HOME  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  changes  in  language  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Agricultural  Credit  Insurance  Fund  Program  Account: 

For  gross  obligations  for  the  principal  amount  of  direct  and  guaranteed  loans  as 
authorized  by  7  U.S.C.  1928-1929,  to  be  available  from  funds  in  the  Agricultural 
Credit  Insurance  Fund,  as  follows:  farm  ownership  loans,  [$634,624,000] 
S661.271.000.  of  which  [$556,543,000]  $576.622.000  shall  be  for  guaranteed  loans; 
operating  loans,  [$2,750,000,000]  $2.948.124.000.  of  which  [$1,800,000,000] 
$2.000.000.000  shall  be  for  unsubsidized  guaranteed  loans  and  [$250,000,000] 
$299.907.000  shall  be  for  subsidized  guaranteed  loans;  [$4,312,000]  $10.121.000  for 
water  development,  use,  and  conservation  loans,  of  which  [$1,415,000]  $2.081.000 
shall  be  for  guaranteed  loans;  Indian  tribe  land  acquisition  loans  as  authorized  by 
25  U.S.C.  488,  [$1,000,000]  $1.233.000:  for  emergency  insured  loans,  $100,000,000 
to  meet  the  needs  resulting  from  natural  disasters;  and  for  credit  sales  of 
acquired  property, [$123,783,000]  $90.000.000. 

For  the  cost  of  direct  and  guaranteed  loans,  including  the  cost  of  modifying  loans 
as  defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as  follows:  farm 
ownership  loans,  [$34,080,000]  $34.165.000.  of  which  [$20,870,000]  $22.258.000 
shall  be  for  guaranteed  loans;  operating  loans,  [$119,985,000]  $122.530.000.  of 
which  [$9,360,000]  $10.780.000  shall  be  for  unsubsidized  guaranteed  loans  and 
[$29,425,000]  $38.430.000  shall  be  for  subsidized  guaranteed  loans;  [$494,000] 
$1.100.000  for  water  development,  use,  and  conservation  loans,  of  which  [$31,000] 
$46.000  shall  be  for  guaranteed  loans;  Indian  tribe  land  acquisition  loans  as 
authorized  by  25  U.S.C.  488,  [$197,000]  $152.000:  for  emergency  insured  loans, 
[$26,060,000]  $26.290.000  to  meet  the  needs  resulting  from  natural  disasters;  and 
for  credit  sales  of  acquired  property,  [$18,903,000]  $11.916.000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct  and 
guaranteed  loan  programs,  [$275,392,000]  $225.519.000. 


AGRICULTURAL  CREDIT  INSURANCE  FUND  PROGRAM  ACCOUNT 

(On  basis  of  loan  level,  subsidy,  and  administrative  expenses 

in  the  Appropriation  Act) 

(in  thousands  of  dollars) 

Administrative 
Loan  Level      Subsidy     Expenses 

Amount,  FY  1994 $3,618,319     $199,719       $275,392 

Amount,  FY  1995 3.822.825      196.173 225.519 

Change  in  Amount 204.506 -3.546 -49.873 


364 


o  in 
o>  CM 

o  o  o 
Non 
co  *-  «r 

—   CM 
»-   CM 

co  o  co 
r^  «-  co 

I  r  I    I    I 

I     C»_    I      1      I 


I    I    I 
I    I    I 


in  co 

o  CD 

tn  n 

— '  »-"       r-~  »-"  a 


o  o  to 
to  c\J  o 

CO  V  o 


I     CD     I       I 
I    O)     I      I 

co- 


co, to       eo 


S.E. 

cm  e») 

r>  co    . 


o  o 

CM   CO 

o  o  m 

O   (£)   CM 
CM   CO   ^ 

o 

s 

CO   »- 
CD   CO 

CD   O 

•-   O   Cft 

CD 

i  S  i  >  i 

I   co"  I     I     I 


E 


5    co   o 

£  53 
fc  =  -S 

CO    ■>    £ 

o-s  « 


a.  o  — 


«o3 
o  in 
co  <o~ 


o  o  o 
o  o  m 
r^  CD  CM 


co"  1     l     I 


CO   * 

o  » 

O   CO   CO 

^  in  »- 
«  in  co 

ID 
CM 
CM 

CO   CD 
CO 

o  o 

—   CM 

CO   O   CM 
K.   »-    •- 

^ 

,     r«*    VI    w 

1   r*.  in  ▼ 
I    do 


CD   0» 

S5R 

*-  *-  o» 

o 

5   V 
—   CM 

CO   CD 
CO   ^, 

in  v  co 

V   KB 

m  co  — 

CO 

CM 

x:  c  •  ?-  - 

^    O   »:   "2:    O   «   »:    ^     O    —    O   •=  "" '    O 


is 
si 


s    s 


5     8 


g 

o 

CD 
CM 

CM 

2  8f 

r»-  co 

O 
CO 

a 

en  in 

o>  r- 

*-   CM 

o 

^-"         CM 


K    s 


tsas 

cm  <r  «c  m 

8 

CM 

§ 

0>  CD  CM  « 

8 

CD 
CO 

B9.R 

*-  mico 


co  co 

CD  •*>- 

m  co 

co"  o» 


^  o 


c   c  c   c   o  c  c 


r  tj  a  a 

£  1}  tT  -D 

o  £  £  £ 

S.-a.o.-ct 

«.     K     K     X 


•=••«> 


•   S  •  •  v   «  ■= 


•  — 
E° 


E  «.S  t  c 


©    e    ©    «>  "D    ©    « 


L=°    2° 


"see 
O  -O   -C   .O 

8*0  *D  TJ 
*      CO      © 


•  -c   >   •   2  • 


I-  - 

SO    TJ     CJ      « 

■§-2  5 

•     3   .O 


2  - 


»  "O 


c    c 
*    3 


•e,  b 

2  -9 


2  . 


■5  2  ■"  • 

3    •    a    r\ 


„    •    •    • 
O    —     a    — 

—   c  c   c 


O    fr  O  O  O 


«  D  O   »  O    £ 
o  "5        | 


■e-e-ei-=oo    o    i-fU- 


O  3  D  Din 


^  a 
■o  •  - 

'1  .\ 

•'|o 

o  ■§  |< 

E,_ 
■o  o 
<ih: 


cm'Z 
oi  o 

CO    w 

m "o 

?! 


5=    « 


£  o  c 

O   O     3 

III 

111 

o-2z 

?|3 

E    e  o 

•  O  CO 
Q._  • 
m    m    c 


l^ 


°  s 


O  o  2 


»-  co  ^ 

w  co  o> 

—  t^  o 

«  ^  co" 


s 

in    I        in 


£  ^  ." 

J;. 
125 


Q. 


CO 

i 


C  CO 

O  01 

c  e> 


o  "» 

■s- 


II 

S  5 

8^ 

o    » 
«o"  « 

S  S 

W      I 

SI 


■S- 


11  = 
•  ■  • 
HI 

£=>■= 

~  CD    • 

o»E 

ro  s 
i  ES 

s-sf. 

-;• 

BC» 

c  s  ° 

s  t  - 

o  £  « 
cc   •  £ 

•o  ■  5 

•S  " 

•  *  c 

5-  >>  S 

:s£ 

*  S5 

Hi 
III 

i -8 

£  Il- 
ls i 

:£* 

O    «    o 

c  -8  o 

=  ^   • 

c   o  « 

lio 

o_o>  • 


a 
•o 


Li.  Vi 
Q.  Cf) 

e  r- 


a.  °  •  ^_ 

lis 


-  •  «  •  w 
*>  E  •  £  Z 

•  s  —  c  « 
»  ^  ♦)  —  w 
O    £»■=    •    • 

a  o  i  w  > 

o  s  P  •  ° 

*  "  "  i  c 

o  *  o 
—  o  c 

8  8.? 


-   S 
E  2.  • 

t 

£<? 


t-2 

c  c 
;  5  E 

C    Q. 
i  CO    O 


:-s: 


S  ■=  >  E- 


E 
oj  -  ■ 
%  o 
•  o>  o 


£»»o  o 

cm' 
•2    « 

■»  0.  ^ 


—  • 
SO 


5Lt 


>  _ 


o    o    « 

<  e-T) 

CDC 

<  a.  m 


8  2 


I' 

a>  o 


!  |T  5  o 


365 


0)1.0 


u 

< 
c 
o 

To 

•c 
a 
o 

Q. 

a 
< 


CD 

tj 

c 

3 

t-  ■£  ~ 
2  -o  2 
uj  £  re 

2  o  o 

HI    CO 

*-  Q-'E 
<    3    O 

K    «»    CO 

CO    CO  TJ 

LU  10  3 
°-    c   =- 

co 
w 

5 

> 

_0) 

c 

CO 

o 

O) 


o 
_co 

CO 

CO 

£ 

c 

o 


o  o 

CM    CO 

co'  ©* 

r-   CM 


o  o  m 

o  id  nj 

W  CO   » 

»■"  O*  O* 

GO  CM 


CO 

o  w 
CO  o 
o  m 

CD*  o" 
CM   CM 


CO 

n  »•- 

ID    CD    ro 
V   CM 


O) 


I   S 
I  co" 


CM 
CD 

in 


i-        m 

CO  CM 

CM  V 


O 

co 


co  6 

co  •*-* 

co  *r 

w  m 


f* 

^. 

co 

00 

CM 

CO 

O 

V 

in 

<n 

r> 

o 

CO 

co 

^ 

ID 

CO 

CM 

v 

r- 

«■ 

o 

CO 

«• 

Ol 

V 

CO 

CM 

CM 

v 

r^ 

co 

CO 

00 

^ 

^ 

f 

to 

«• 

o 

CO 

r^ 

ID 

CM 

*- 

o 
o 
o 

o  o 

O   CM 
CO    l"~ 

CD 

o 

CM 

3 

V 

CD 

s 

1^ 
CO 

in 

o 

CM 
CM 

CM 

I      ! 


I      I      I 
I      I      I 


i  s 

I   o" 

CM 


I     S     I 


i   9 

I   o 

I   in" 

I 


I 


.     CD   CD 

'   cm  m 
I   n."  in 

CO     I 


CM 
■    CO 

I    00 

I    CO" 
CD 


o 
I  <°    I 

I   co'    > 


CO 

I  <° 

I    o 
I   r-" 

CM 

I 


•a 

0) 

ro 

a 
o 

a 

0|_ 
0) 

oil  « 

O) 

c 
ro 
o 


o  o 

«-  r» 

CM  CO 

co"  o" 

•»-   CM 

fc9 


o  o  m 

O   CO   CM 
CM   CO   » 

»■"  c"  o>" 

00  CM 


o 

CD 

o 
co" 

CM 


CO 

I 


CO 

I  g 

I     CO 


CD 


CM 

r-. 

in 
co 


co 
co 

r». 

cm" 
in 


co  *- 

co  co 

O  CM 

o"  o* 

V  CO 


o  o  o 
o  o  o 
o  o  o 
o"  o"  o 
o  o  in 
r^  CD  CM 


o 
o 
o 
o" 
o 


O) 
CO 


o 
o 
o 


CM*     I    »-'         •»-" 


o 

o 
o 


O   CO 

o  co 

co  r«- 

co' 

CM 


c 

co  TJ 

m 

C    Q) 

h_ 

CO    CD 

<D 

O    V 

r 

—    C 

? 

V,  2 

o 

CD    CO 

E 

t    3 

Q  O 

ro 

u- 

c 

ro 
o 

•8 

cu  ~ 

O    CD 


CD 

^  "O 

2  g 

3  CO 
in  £ 

C  3 

3  in 

</>  co 

c  c 

co  co 

o  o 

TJ  TJ 

CD  CD 

CD  0) 

C  C 

CO  CO 

CO  CO 

3  3 

o  o 


s 

to 
co 

J"  n  in 
TJ  C  C 
^   CO    CO 

o  £  £ 

c   ~  — 

CD    U  U 

O)  CD  CD 

|  DO 

UJ 


CD   c   c   5 

^    m    m    mi 


in 

c 

ro 
O 

w     CO 

CD    C 

11 

TJ  o 

C  CD 

CO  i 

=  D 

o 

CO 


co  •; 

s  § 

He? 
&.§ 


C3  Q) 

£  c 

S  2 

CD  CO 

i  3 

D  O 


«o 

c 

CO 

o 

c 
o 

3 
CT 
O 
ro 

TJ 

C    in    O 

I5? 
i   t)  -C 

c  a>  « 

TJ  CO 


c 

CD 

E 
a 
o 

CD 

> 
CD 

TJ 

TJ 

c 
co 

c 
o 


en 

C 
ro 

£   «, 

c  5 

o    CO 

=  o 

c  "Z 

CD    o 
CD 
—  —    O 

a.  D  co 

CD 
DC 


S2 


10 


CD 

a. 
o 

CL 

TJ 
CD 

t_ 

3 
cr 
o 
co 

c  o 

CO    0) 

_g    CD 

~   co 
in 


o 
CO  ^ 
£  D 


»-  CD 

co  in 

CO  O) 

O  !>■" 

■^  m 

o  co 

»-"  cm" 


in 

ro 

OJ 


<o  O) 

CD  O 

S     is" 

j=        "2  n 

£      Si  = 

>-  CD  ^ 

0)  >.£ 

CO  CO    3 

CT        £    "*■ 

£     =  £ 

:  si 

C3>        "C    CO 
C  CO    > 

CO  CD    <0 

£  I    « 

°         TJ    « 
cn        E  -n 

s     2:i 

CO  CD   O 

I      -*o 
S      "» S 

3  £    ° 

co       tj  i2 

O    CD 
=  1 

11 

Qi     W 

11 


CO 
CD 


5 

<0 

£> 
3 
CO 


o 
£ 

CO 

E 

to 

OJ 


co  »- 
Ecm" 

CD   «- 

£  ^ 

!< 

CD  TJ 

=    CD 

£  S 

i.  TJ 
O 


m 
co  t>- 

§«i 

S  9 


n  2  .a 

3^2 

«o  -S   co 
TJ   w  ^ 

c  c  s 

CO    3    <" 
TJ 

c 
ro 


TJ 

OJ 

61 


co  a) 

£  c  "" 

o  2  n 

CD  CO   ^O 

o 


TJ  2 
I| 


2  li 

CO  o 

3  — 

o 


CD 

c 
co 

3 
CT 

TJ 
C 
CM 

C 

o 

TJ 
CD 

£       co  « 

CO  -r;   *^ 

■o       a_j 

CO  o       • 

g       a0- 

—  CO    CD 

ro        S   g 

-  E  a 

JQ         aw 

r       0-5 

§.  =  ° 
a  «"  s 
3       >~£ 


a>        -     . 
re  co'  2  ?*" 


•I  s  *  «  s 

»  r  co  b 
-  Esco  £ 


5 1 :- 1  s 

i       "-  a  o 

£    <<5>£ 

Z         CO        -o 


366 


EXPLANATION  OF  PROGRAM 

As  required  by  Title  XIII,  section  13201,  of  the  Omnibus  Budget  Reconciliation  Act 
of  1990,  this  account  records  the  subsidy  costs  associated  with  the  direct  loan 
obligations  and  guaranteed  loan  commitments  of  this  account  in  FY  1992  and  beyond. 
Subsidy  amounts  are  obtained  by  estimating  the  difference  between  the  Government's 
disbursements  and  net  present  value  of  the  receipts  resulting  from  direct  and 
guaranteed  loans  made  through  this  account. 

The  Agricultural  Credit  Insurance  Fund  and  its  associated  loan  programs  are 
authorized  by  title  III  of  the  Consolidated  Farm  and  Rural  Development  Act,  as 
amended.  This  Fund  is  used  to  insure  or  guarantee  farm  ownership,  soil  and  water, 
farm  operating,  emergency,  Indian  tribe  land  acquisition,  watershed  works  of 
improvement  and  flood  prevention  and  resource  conservation  and  development  loans. 

Public  Law  92-419,  approved  August  30,  1972,  abolished  the  Farmers  Home 
Administration  Direct  Loan  Account  and  the  Emergency  Credit  Revolving  Fund  and 
provided  for  transfer  of  the  assets  and  liabilities  of,  and  authorizations 
applicable  to,  these  accounts  to  the  Agricultural  Credit  Insurance  Fund.  It  also 
provided  for  transfer  from  the  Agricultural  Credit  Insurance  Fund  to  the  Rural 
Development  Insurance  Fund  of  the  assets  and  liabilities  of  the  Agricultural 
Credit  Insurance  Fund  applicable  to  loans  for  water  systems  and  waste  disposal 
facilities. 

Real  Estate  Loans 

Subtitle  A  of  the  Consolidated  Farm  and  Rural  Development  Act  contains  the 
authorizations  for  farm  ownership  loans,  recreation  loans,  and  soil  and  water  loans 
to  individuals,  and  to  farm  cooperatives  and  private  domestic  corporations  and 
partnerships  that  are  controlled  by  farmers  and  ranchers,  engaged  primarily  and 
directly  in  farming  or  ranching  in  the  United  States.  Soil  and  water  and 
recreation  loans  are  each  contained  as  separate  types  of  loans  because  the  law  sets 
forth  eligibility  requirements  for  these  loans  that  differ  somewhat  from  the 
eligibility  requirements  for  farm  ownership  loans.  In  most  respects,  however,  soil 
and  water,  recreation,  and  farm  ownership  loans  are  subject  to  similar 
authorizations  and  limitations  but  not  purposes.  Direct  loan  borrowers  are 
required  to  graduate  to  other  credit  sources  when  they  are  able  to  do  so. 

Farm  Ownership  Loans. 

Farm  ownership  loans  are  used  for: 

1.  Maintaining  family  farms:  Farm  ownership  loans  help  owner-operators 
restructure  their  debts,  including  those  who  are  highly  leveraged  who  utilize 
their  real  estate  equities  to  refinance  heavy  short-term  debts.  In  other 
instances,  the  owner-operators  use  real  estate  credit  and  assistance  to  make 
further  adjustments  in  their  operations,  to  comply  with  local  sanitation  and 
pollution  abatement  requirements,  to  keep  up  with  advances  n  agricultural 
technology,  to  better  utilize  their  land  and  labor  resources  and  to  meet 
changing  market  requirements.  Farm  ownership  loans  may  be  used  to  finance 
income  producing  recreational  enterprises  or  other  nonfarm  enterprises  which 
supplement  but  do  not  supplant  farm  income. 

2.  Purchase  and  development  of  farms:  One  of  the  functions  of  the  farm 
ownership  loan  program  is  to  assist  farmers,  especially  beginning  farmers,  in 
the  purchase  and  enlargement  of  farms.  Applicants  eligible  for  these  loans 
may  use  this  assistance  for  combining  small  tracks  of  land,  making  basic  soil 
improvements,  establishing  permanent  pastures,  improving  dwellings  and 
essential  farm  buildings,  developing  land  and  water,  controlling  pollution, 
producing  or  saving  energy,  adding  a  nonfarm  enterprise  and  taking  other 
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measures  to  increase  the  efficiency  and  income-producing  capacity  of  their 
holdings. 

Farm  ownership  loans  are  made  to  eligible  individuals,  cooperatives,  corporations, 
partnerships  or  joint  operators  who  (1)  have  sufficient  training  or  farm  experience 
to  assure  reasonable  prospects  of  success  in  the  proposed  operation,  (2)  are  or 
will  become  owner-operators  of  not  larger  than  family-size  farms,  and  (3)  are 
unable  to  obtain  sufficient  credit  elsewhere  to  finance  their  actual  needs  at 
reasonable  rates  and  terms,  taking  into  consideration  prevailing  private  and 
cooperative  rates  and  terms  in  the  community  in  or  near  where  the  applicant  resides 
for  loans  for  similar  purposes  and  periods  of  time. 

Loans  are  made  for  40  years  or  less.  A  direct  loan  may  not  exceed  $200,000  and  a 
guaranteed  loan  may  not  exceed  $300,000.  The  interest  rate  for  direct  loans  is 
determined  by  the  Secretary  of  Agriculture  and  does  not  exceed  the  cost-of-money  to 
the  Government,  plus  up  to  one  percent  additional.  However,  loans  to  limited 
resource  borrowers  bear  interest  of  not  more  than  one-half  of  the  Treasury  rate  for 
marketable  obligations  with  maturities  of  five  years  plus  not  more  than  one 
percentage  point,  with  a  minimum  floor  of  five  percent.  The  interest  rate  for 
guaranteed  loans  is  negotiated  by  the  lender  and  the  borrower  and  may  be  subsidized 
under  the  interest  assistance  program.  In  addition,  the  interest  rate  assistance 
program  may  also  be  sufficient  to  allow  moderate- income  borrowers  to  move  from  the 
direct  loan  program  to  the  guaranteed  loan  program. 

The  Agricultural  Credit  Improvement  Act  of  1992,  Public  Law  102-554,  dated  October 
28,  1992  established  the  down  payment  loan  program  under  which  loans  are  made  to 
qualified  beginning  farmers  and  ranchers  for  down  payments  on  farm  ownership  loans. 
Loans  may  be  made  to  provide  an  amount  equal  to  30  percent  of  the  purchase  price  or 
appraised  value,  whichever  is  lower,  of  the  property  to  be  acquired.  The  applicant 
may  request  a  lesser  amount.  The  interest  rate  is  set  by  law  at  4  percent.  The 
remaining  balance,  not  to  exceed  60  percent,  may  be  guaranteed  by  FmHA.  The 
purchase  price  or  appraised  value  of  the  farm,  whichever  is  lower,  cannot  exceed 
$250,000.   In  addition,  not  less  than  25  percent  of  the  amounts  appropriated  for 
guaranteed  farm  ownership  loans  for  fiscal  years  1994  and  1995  will  be  reserved  for 
beginning  farmers  and  ranchers  during  the  first  six  months  of  the  respective  fiscal 
year.  Also,  during  fiscal  year  1994,  not  less  than  55  percent  of  the  amounts 
appropriated  for  insured  farm  ownership  loans  will  be  reserved  for  qualified 
beginning  farmers  and  ranchers.  In  fiscal  year  1995  the  percentage  set  aside  for 
beginning  farmers  and  ranchers  will  increase  to  65  percent. 

Soil  and  Water  Loans.  Soil  and  water  loans  are  made  to  individuals,  cooperatives, 
corporations,  partnerships  or  joint  operators  who  own  and/or  operate  a  farm. 
Applicants  must  be  unable  to  obtain  sufficient  credit  elsewhere  to  finance  actual 
needs  at  reasonable  rates  and  terms  prevailing  in  the  community  where  the  farm  is 
located.  The  loans  may  be  made  for  soil  conservation,  development  and  use; 
forestation;  drainage  of  farmland;  establishment  of  permanent  pasture;  pollution 
control  and  energy  saving  measures.  The  loan  limit  is  $50,000  for  a  direct  loan 
and  $50,000  for  a  guaranteed  loan.  The  repayment  period  may  be  up  to  40  years. 
The  interest  rate  for  direct  loans  is  determined  by  the  Secretary  of  Agriculture 
and  does  not  exceed  the  cost-of-money  to  the  Government,  plus  up  to  one  percent 
additional.  Guaranteed  loans  bear  an  interest  rate  negotiated  by  the  lender  and 
the  borrower. 


Operating  Loans 

Subtitle  B  of  the  Consolidated  Farm  and  Rural  Development  Act  contains  the 
authorization  for  direct  and  guaranteed  operating  loans.  Operating  loans  made  by 
the  Farmers  Home  Administration  are  accompanied  by  supervisory  assistance  in  farm 
and  financial  management.  Operating  credit  is  targeted  to  family  farmers 
throughout  the  United  States,  who  are  unable  to  obtain  credit  from  private  and 
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cooperative  sources,  to  develop  or  maintain  a  reasonable  standard  of  living.  The 
use  of  operating  loan  funds  for  this  purpose  helps  provide  opportunity  for  farm 
operators  to  conduct  successful  farm  operations. 

Loans  are  made  to  assist  (1)  full-time  anc  part-time  operators  to  continue  in 
agriculture  and  to  improve  their  farm  and  home  operations,  (2)  part-time  farm 
operators  to  convert  their  farming  operations  to  full-time  and  to  improve  their 
income  and  level  of  living  while  continuing  to  live  in  rural  areas,  (3)  young 
farmers  who  lack  the  necessary  credit  to  acquire  the  resources  needed  for  success, 
and  (4)  rural  youths. 

Operating  loans  are  made  to  individuals,  partnerships,  corporations,  cooperatives 
or  joint  operators  who  operate  not  larger  than  family-size  farms  or  ranches,  who 
(1)  have  sufficient  training  or  farm  experience  to  assure  reasonable  prospects  of 
success  in  the  proposed  operation,  (2)  are  or  will  become  operators  of  not  larger 
than  family  farms,  except  for  rural  youths,  and  (3)  are  unable  to  obtain  sufficient 
credit  elsewhere  to  finance  their  actual  needs  at  reasonable  rates  and  terms, 
taking  into  consideration  prevailing  private  and  cooperative  rates  and  terms  in  the 
community  in  or  near  where  the  applicant  resides,  for  loans  for  similar  purposes 
and  periods  of  time. 

Operating  loans  may  be  made  for  paying  costs  incident  to  reorganizing  a  farming 
system  for  more  profitable  operations;  purchasing  livestock,  poultry  and  farm 
equipment;  purchasing  feed,  seed,  fertilizer,  insecticides,  and  farm  supplies  and 
meeting  other  essential  operating  expenses;  financing  land  and  water  development, 
use,  and  conservation;  developing  recreation  and  other  nonfarm  enterprises;  and 
refinancing  existing  indebtedness. 

The  loan  limit  is  $200,000  for  a  direct  loan  and  $400,000  for  a  guaranteed  loan. 
Operating  loans  may  be  scheduled  for  payment  over  periods  from  1  to  7  years 
depending  on  loan  purposes.  The  interest  rate  for  direct  loans  is  determined  by 
the  Secretary  of  Agriculture  and  does  not  exceed  the  cost-of-money  to  the 
Government,  plus  up  to  one  percent  additional.  However,  loans  to  limited  resource 
borrowers  bear  interest  of  not  more  than  one-half  of  the  Treasury  rate  for 
marketable  obligations  plus  not  more  than  one  percentage  point,  with  a  minimum 
floor  of  five  percent.  The  interest  rate  for  guaranteed  loans  is  negotiated  by  the 
lender  and  the  borrower  and  may  be  subsidized  under  the  interest  assistance 
program.  In  addition,  the  interest  assistance  program  may  also  be  sufficient  to 
allow  moderate- income  borrowers  to  move  from  the  direct  loan  program  to  the 
guaranteed  loan  program. 

The  Agricultural  Credit  Improvement  Act  of  1992,  Public  Law  102-554,  dated  October 
28,  1992  established  a  special  farm  operating  loan  program  for  qualified  beginning 
farmers  and  ranchers  who  have  not  operated  a  farm  or  ranch,  or  who  have  operated  a 
farm  or  ranch  for  not  more  than  5  years  to  conduct  viable  farming  and  ranching 
operations.  In  addition,  an  applicant  must  present  a  detailed  5  year  plan  of 
operation  projecting  repayment  each  year  of  the  plan  and  the  ability  to  obtain 
credit  elsewhere  in  10  years.  Also,  not  less  than  30  percent  of  the  amounts 
available  for  insured  farm  operating  loans  for  fiscal  year  1994  will  be  reserved 
for  qualified  beginning  fanners  and  ranchers  during  the  first  six  months  of  the 
fiscal  year.  In  fiscal  year  1995  the  percentage  set  aside  for  beginning  fanners 
and  ranchers  will  increase  to  40  percent. 

Direct  loan  borrowers  are  encouraged  to  supplement  their  operating  loans  with 
credit  from  other  sources  when  this  is  feasible.  They  are  required  to  graduate  to 
other  credit  sources  when  able  to  do  so. 

Emergency  Disaster  Loans 

Emergency  loans  are  made  available  in  designated  areas  (counties)  and  in  contiguous 
counties  where  property  damage  and/or  severe  production  losses  have  occurred  as  a 
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direct  result  of  a  natural  disaster.  Areas  may  be  declared  by  the  President  or 
designated  for  emergency  loan  assistance  by  the  Secretary  of  Agriculture. 

Emergency  loans  are  made  to  established,  eligible,  family  size  farmers,  ranchers 
and  aquaculture  operators.   Partnerships  and  private  domestic  corporations  and 
cooperatives  may  also  qualify,  providing  they  are  primarily  engaged  in  agricultural 
or  aquacultural  production.   Loans  may  be  made  only  for  actual  losses  arising  from 
natural  disasters.  A  farmer  who  cannot  receive  credit  elsewhere  is  eligible  for  an 
actual  loss  loan  of  up  to  $500,000  or  the  calculated  actual  loss,  whichever  is 
less,  for  each  disaster  at  an  interest  rate  of  four  and  one-half  percent. 

Actual  loss  loans  may  be  made  for  physical  losses  to  repair,  restore  or  replace 
damaged  or  destroyed  farm  property,  livestock  and  livestock  products,  and  supplies, 
and  for  production  losses  to  compensate  for  loss  of  income  based  on  reduced 
production  of  crops  and/or  livestock  products  resulting  from  the  disaster. 
Eligible  farmers  may  use  actual  loss  loan  funds  to  purchase  livestock,  poultry,  or 
other  animals  and  pay  costs  incident  to  reorganizing  a  farming  system  to  make  it  a 
sound  operation.  The  reorganized  farming  operation,  however,  must  be  approximately 
equivalent  in  earning  capacity  to  the  operation  conducted  prior  to  the  disaster. 
Under  certain  conditions,  loan  funds  may  be  used  to  buy  essential  home  equipment 
and  furnishings  and  for  limited  refinancing  of  debts. 

Repayment  terms  for  actual  loss  loans  vary  according  to  the  purposes  of  the  loan, 
type  of  collateral  available  to  secure  the  loan,  and  the  projected  repayment 
ability  of  the  borrower.  The  Secretary  has  reduced  the  repayment  rate  for  the 
third  quarter  of  fiscal  year  1994  from  the  current  4.25%  to  3.75%.  Loans  for 
actual  production  or  physical  losses  to  crops,  livestock,  supplies  and  equipment 
may  be  scheduled  for  repayment  for  up  to  7  years.  Under  some  conditions  a  longer 
repayment  period  may  be  authorized  for  production  loss  loans,  but  not  to  exceed  20 
years.  Generally,  real  estate  will  be  needed  as  security  when  a  loan  term  of  more 
than  7  years  is  authorized.  Loss  loans  for  actual  losses  to  real  estate  will 
generally  be  scheduled  for  repayment  within  30  years  but  under  some  conditions  may 
be  scheduled  for  up  to  40  years. 

Indian  Tribe  Land  Acquisition  Loans 

Public  Law  91-229,  approved  April  11,  1970,  authorized  loans  to  any  Indian  tribe 
recognized  by  the  Secretary  of  the  Interior  or  tribal  corporation  established 
pursuant  to  the  Indian  Reorganization  Act,  which  does  not  have  adequate  uncommitted 
funds,  to  acquire  lands  or  interest  in  lands  within  the  tribe's  reservation  or 
Alaskan  Indian  community,  as  determined  by  the  Secretary  of  the  Interior,  for  use 
of  the  tribe  or  the  corporation  or  the  members  thereof.  Loans  are  made  for  40 
years  or  less.  The  interest  rate  for  these  loans  is  determined  by  the  Secretary  of 
Agriculture.  It  does  not  exceed  the  cost-of-money  to  the  Government,  plus  up  to 
one  percent  additional,  except,  those  tribes  that  are  unable  to  pay  the  higher  rate 
may  be  charged  a  lower  interest  rate. 

Watershed  Works  of  Improvement  and  Flood  Prevention  Loans 

Loans  are  made  to  local  organizations  for  financing  the  local  share  of  the  cost  of 
installing,  repairing  or  improving  works  of  improvement  and  water  storage 
facilities,  purchasing  sites  or  rights-of-way  and  for  related  costs  in  approved 
watershed  works  of  improvement  and  flood  prevention  projects.  FmHA  has  been 
assigned  responsibility  for  making  these  loans  to  sponsors  of  such  projects 
approved  for  operation  by  the  Soil  Conservation  Service.  No  loan  may  be  made  until 
the  Soil  Conservation  Service  and  the  local  organization  have  agreed  on  a  plan  for 
works  of  improvement.  Public  Law  92-419,  approved  August  30,  1972,  provided  for 
making  such  loans  on  a  direct  basis  under  the  Agricultural  Credit  insurance  Fund. 
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These  loans  are  repayable  in  not  more  than  50  years  at  an  interest  rate  based  on 

the  average  rate  paid  by  the  U.S.  Treasury  on  obligations  of  similar  maturity.  For 

any  single  plan  for  works  of  improvement,  the  amount  of  the  loan  may  not  exceed  $10 
mill  ion. 

Resource  Conservation  and  Development  Loans 

Loans  are  made  to  local  sponsoring  organizations  when  needed  for  financing  the 
local  share  of  the  cost  of  installing,  repairing  or  improving  works  of  improvement, 
purchasing  sites  or  rights-of-way  and  for  related  costs  in  approved  resource 
conservation  and  development  projects.  The  Farmers  Home  Administration  has  been 
assigned  responsibility  for  making  these  loans  to  sponsors  of  resource  conservation 
and  development  projects  approved  for  operation  by  the  Soil  Conservation  Service. 
No  loan  may  be  made  until  the  Soil  Conservation  Service  and  the  local  organization 
have  agreed  on  a  plan  for  development  work.  Public  Law  92-419,  approved  August  30, 
1972,  provided  for  making  such  loans  on  a  direct  basis  under  the  Agricultural 
Credit  Insurance  Fund. 

These  loans  are  repayable  in  not  more  that  30  years.  Loans  bear  interest  at  a  rate 
based  on  the  average  rate  paid  by  the  U.S.  Treasury  on  obligations  of  similar 
maturity. 


BORROWER'S  FINANCIAL  OPPORTUNITIES 

A  specific  set  of  borrower's  rights  has  been  set  forth  by  Congress.  These  borrower 
rights  provide  a  number  of  opportunities  for  borrowers  in  serious  financial 
difficulty  to  have  the  debt  written  down  in  order  to  retain  the  farming  business. 
These  opportunities  include  traditional  rescheduling,  reamortization  and  deferrals. 
The  Agricultural  Credit  Act  of  1987  also  adds  debt  write  down  and  buyout  at  net 
recovery  value,  and  revises  the  provisions  for  leaseback/buyback  and  homestead 
protection  which  were  included  in  the  Food  Security  Act  of  1985.  Descriptions  of 
these  financial  opportunities  follow: 


(1)  Rescheduling  and/or  Reamortization 

Operating  type  loans  can  be  rescheduled  for  up  to  15  years  with  no  limit  on  the 
number  of  times  a  loan  can  be  rescheduled.  Reamortization  is  for  long  term  loans 
with  reamortization  of  payments  for  up  to  40  years  from  the  date  of  the  original 
loan.  In  addition,  these  loans  can  have  interest  rates  reduced  to  limited  resource 
rates  which  are,  currently,  one  quarter  of  one  percent  below  regular  rates  for 
operating  loans  and  1.50  percent  below  the  regular  rate  for  long  term  loans. 

(2)  Deferral 

Deferrals  can  be  for  up  to  five  years  with  renewals  possible.  Interest  accrues  on 
deferred  debt,  so  it  is  not  a  very  viable  choice  for  a  borrower  unless  a 
substantial  amount  of  other  lender  debt  can  be  paid  off  or  income  increased  during 
the  deferral  period.  Farm  plans  must  show  that  payment  on  the  deferred  debt  can  be 
resumed  at  the  end  of  the  deferral  period. 

(3)  Debt  Write  Down 

Debt  write  down  is  the  major  loan  restructuring  provision  of  the  Agricultural 
Credit  Act  of  1987.  The  Act  requires  a  determination  be  made  that  the  present 
value  of  the  restructured  debt  after  the  debt  is  written  down  is  greater  or  equal 
to  the  net  recovery  value  that  would  be  obtained  through  foreclosure  or  involuntary 
liquidation,  inventory  costs  and  resale  expenses.  Net  recovery  value  is  the  market 
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value  less  all  costs  of  an  involuntary  liquidation  including  estimated  holding 
costs  of  the  property  in  inventory.  If  the  farm  operation  will  cash  flow  at  or 
above  a  level  that  will  pay  all  essential  family  living  and  farm  operating  expenses 
and  installments  on  debts,  then  the  debt  will  be  restructured,  thereby  keeping  the 
farmer  on  the  farm. 

(4)  Buy  Out  at  Net  Recovery  Value 

If  all  combinations  for  rescheduling,  reamortization,  deferral  and  write  down  do 
not  provide  a  restructuring  program  that  will  keep  the  borrower  paying  the 
restructured  debt,  the  borrower  then  has  the  opportunity  to  pay  off  the  debt  at  net 
recovery  value.  This  can  be  a  heavily  discounted  payoff.  The  payoff  must  be  in 
full  to  FmHA  with  no  credit  being  provided  by  the  Agency.  There  is  a  high 
probability  that  many  borrowers  whose  loans  cannot  be  restructured  will  be  able  to 
buy  out  their  loans  and  remain  on  the  farm,  with  a  good  opportunity  to  continue  the 
farm  business. 

(5)  Leaseback/Buvback 

Leaseback/buyback  permits  former  owners-operators  the  opportunity  to  lease,  with  an 
option  to  purchase,  real  estate  which  secured  the  farm  program  loan(s). 
Eligible  real  estate  includes  any  off  the  farm  principal  residence(s)  of  the 
operator(s).  If  eligible,  such  sales  may  be  made  with  FmHA  providing  the  credit. 

(6)  Homestead  Protection 

The  program  permits  former  owner-operators  the  opportunity  to  lease,  with  an  option 
to  purchase,  their  former  principal  residence,  and  up  to  ten  acres  of  land.  The 
homestead  is  leased  to  the  borrower  at  a  rental  rate  comparable  to  rental  rates  for 
the  area.  The  lease  is  for  up  to  five  years  and  also  carries  an  option  to 
purchase.  FmHA  will  provide  the  credit. 

The  adequate  servicing  and  supervision  of  delinquent  farmer  program  loans  to  assist 
borrowers  to  overcome  financial  and  management  difficulties  and  to  protect  the 
Government's  interest  is,  and  continues  to  be,  a  prime  concern  of  the  Fanners  Home 
Administration.  The  Agency  makes  every  effort  possible  to  assist  financially 
stressed  farm  borrowers  to  overcome  their  difficulties.  Borrowers  and  the 
agricultural  community  can  be  assured  that  the  Agency  will  continue  to  work  with 
borrowers  on  a  fair  but  firm  basis  by  using  all  available  authorities  to  assist 
them  to  remain  in  farming  when  their  fanning  operations  are  feasible. 

The  Food,  Agriculture,  Conservation  and  Trade  Act  of  1990  closed  some  of  the 
loopholes  in  the  Agricultural  Credit  Act  of  1987.  It  limited  the  writedown  or 
writeoff  of  debt  to  a  lifetime  limit  of  $300,000  and  allows  up  to  two  writedowns  or 
buyouts  of  debt,  provided  that  a  borrower  had  not  received  a  first  writedown  by  the 
time  of  the  enactment  of  the  1990  Farm  bill.  A  limit  of  one  writeoff  or  writedown 
within  10  years  for  direct  and  15  years  for  guaranteed  loans  vas  also  established. 
It  requires  FmHA  to  notify  a  borrower  of  its  debt  settlement  program  and  takes  into 
consideration  the  value  of  any  nonessential  unencumbered  assets  that  the  borrower 
may  have  an  ownership  interest  in  when  the  borrower  requests  primary  loan  services 
or  buyout  of  the  FmHA  loans.  It  also  requires  a  borrower  to  have  acted  in  good 
faith.  Borrowers  may  also  request  a  negotiation  of  the  appraisal  of  assets  if  he 
or  she  disagrees  with  the  FmHA  appraisal. 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 

The  FY  1995  Budget  continues  the  initiative  of  shifting  direct  loan  programs  to 
guaranteed  loan  programs.  The  focus  on  guaranteed  lending  will  facilitate 
graduations  of  loans  from  FmHA  to  private  lenders  while  borrowers  gain  valuable, 
lasting  relationships  with  their  local  lending  institutions.  In  addition,  the 
transfer  of  most  loan  making  responsibilities  to  private  lenders  will  enable  FmHA 
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to  concentrate  on  providing  supervised  credit  assistance  to  needy  borrowers,  insure 
an  effective  guarantee/graduation  process  and  allow  for  improved  servicing  of  the 
existing  portfolio.  The  direct  loan  programs  will  be  sufficient  to  provide  all  the 
direct  loan  financing  required  and  are  targeted  to  the  most  financially  needy 
borrowers  and  beginning  farmers.  However,  direct  loan  borrowers  must  demonstrate 
an  inability  to  afford  loans  assisted  by  guarantees. 

The  following  adjustments  result  in  a  net  increase  of  $197,372,000  in  loan  programs 
and  a  decrease  of  $49,873,000  in  administrative  expenses. 

(1)  An  increase  of  $6.568.000  for  direct  farm  ownership  loans  ($78.081.000 
available  in  FY  19941. 

Need  for  Change.  New  real  estate  lending  will  be  kept  to  a  modest  increase 
to  account  for  inflation  and  changes  in  economic  assumptions.  Lending  will 
be  targeted  to  beginning  farmers  and  the  most  financially  needy  applicants. 
Applicants  must  demonstrate  the  inability  to  afford  loans  assisted  by 
guarantees  and  guarantees  accompanied  by  interest  assistance.  FmHA  has 
established  annual  target  participation  rates  on  a  county-wide  basis  to 
ensure  that  members  of  socially  disadvantaged  groups  will  receive  real  estate 
loans  and  have  the  opportunity  to  purchase  or  lease  inventory  farmland.  Real 
estate  credit  for  existing  FmHA  borrowers  will  continue  to  be  available 
through  reamortization  and  rescheduling  of  loans  secured  by  real  estate. 

Nature  of  Change.  This  program  will  be  maintained  at  a  level  to  enable  the 
most  financially  needy  applicants  and  members  of  socially  disadvantaged 
groups  to  take  advantage  of  the  Agency's  long  term  farm  ownership  loan 
program. 

(2)  An  increase  of  $20.079.000  for  guaranteed  farm  ownership  loans 
($556.543.000  available  in  FY  19941. 

Need  for  Change.  The  program  will  be  held  to  a  modest  increase  to  account 
for  inflation  and  changes  in  economic  assumptions.  The  increase  will 
facilitate  graduation  of  FmHA  borrowers  to  private  sector  credit  sources. 

Nature  of  Change.  The  program  level  will  provide  3,350  unsubsidized 
guaranteed  loans  in  FY  1995. 

(3)  A  decrease  of  $51.783.000  for  direct  farm  operating  loans  ($700.000.000 
available  in  FY  1994. 

Need  for  Change.  The  Agency  will  make  maximum  use  of  the  guaranteed 
operating  loan  program,  in  lieu  of  the  direct  loan  program,  to  facilitate 
participation  of  the  private  agricultural  credit  sector. 

Nature  of  Change.  The  program  level  will  provide  14,561  direct  loans  in  FY 
1995. 

(4)  An  increase  of  $250.000.000  for  guaranteed  farm  operating  loans 
($2.050.000.000  available  in  FY  19941. 

Need  for  Change.  The  Agency  will  make  maximum  use  of  the  guaranteed 
operating  loan  program  in  lieu  of  the  direct  loan  program,  to  facilitate 
participation  of  the  private  agricultural  credit  sector.  The  Agency  has 
coordinated  and  worked  with  the  Farm  Credit  Administration  and  private 
lenders  to  increase  participation  in  the  guaranteed  loan  area.  The  shift 
toward  guaranteed  lending  will  facilitate  graduation  of  FmHA  borrowers  to 
private  sector  credit  sources  and  focus  FmHA  staff  resources  on  servicing 
requirements  of  its  delinquent  borrowers. 
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Nature  of  Change.  The  program  level  will  provide  21,190  guaranteed  loans  in 
FY  1995. 

(5)  An  increase  of  $5.143.000  for  direct  and  $668.000  for  guaranteed  soil  and 
water  loans  ($4.312.000  available  in  FY  1994). 

Need  for  Change.   Increases  the  direct  and  guaranteed  soil  and  water  loan 
programs  in  FY  1995  by  135  percent  which  will  be  sufficient  to  meet  the 
anticipated  demand  resulting  from  the  1993  Midwest  Flooding  Act. 

Nature  of  Change.  The  program  levels  will  provide  483  loans  in  FY  1995. 

(6)  An  increase  of  $233.000  for  direct  Indian  tribe  land  acquisition  loans 
($1.000.000  available  in  FY  1994) . 

Need  for  Change.  These  loans  are  limited  to  the  acquisition  of  land  within 
the  defined  boundaries  of  a  tribe's  reservation.  Most  of  the  available  land 
has  been  acquired  by  the  leans  now  outstanding. 

Nature  of  Change.  The  level  of  $1,233,000  reflects  the  anticipated  level  of 
loans  which  may  be  required. 

(7)  An  increase  of  $215.000  for  direct  watershed  protection  and  flood  prevention 
loans  ($4.000.000  available  in  FY  1994) . 

Need  for  Change.  There  has  been  limited  demand  for  this  program  in  recent 
years.  No  loans  were  obligated  in  FY  1991  and  FY  1993,  and  only  two  loans 
were  obligated  in  FY  1992. 

Nature  of  Change.  The  increase  reflects  the  impact  of  inflation. 

(8)  An  increase  of  $32.000  for  direct  resource  conservation  and  development 
loans  ($600.000  available  in  FY  1994) . 

Need  for  Change.  There  has  been  limited  demand  for  this  program  in  recent 
years.  No  loans  were  obligated  in  FY  1991,  FY  1992,  or  FY  1993. 

Nature  of  Change.  The  increase  reflects  the  impact  of  inflation. 

(9)  A  decrease  of  $33.783.000  for  credit  sales  of  acquired  property  ($123.783.000 
available  in  FY  1994). 

Need  for  Change.  New  and  beginning  farmers  will  be  targeted  for  assistance 
by  this  program.  The  level  requested  represents  the  anticipated  amount  of 
direct  loans  made  by  credit  sales  from  acquired  properties  in  inventory. 

Nature  of  Change.  This  level  reflects  the  anticipated  level  of  credit  sales 
of  acquired  property  which  may  be  required. 

(10)  A  decrease  of  $15.394.000  for  the  direct  loan  subsidy. 

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
direct  loan  obligations  associated  with  the  supportable  FY  1995  loan  levels. 

(11)  An  increase  of  $11.848.000  for  the  guaranteed  loan  subsidy. 

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
guaranteed  loan  commitments  associated  with  the  supportable  FY  1995  loan 
levels. 

(12)  A  decrease  of  $49.873.000  for  administrative  expenses  ($275.392.000 
available  in  FY  1994. 
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Need  for  Change.  Justification  for  administrative  expenses  in  the  amount  of 
$211,488,000  and  related  staff -years  is  reflected  in  the  Salaries  and 
Expenses  Project  Statement.  A  balance  of  $14,031,000  will  be  retained  by  the 
program  account  for  obligation  of  program-related  non  recoverable  costs  such 
as  appraisals  and  inspections. 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  Actual  and  Estimated  1994  and  1995 

Agricultural  Credit  Insurance  Fund 
Insured  Farm  Ownership  Loan  Program 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado «, 

Connecticut 

Delaware 

Florida 

Georgia 

Hawai i 

Idaho 

Illinois 

Indiana , 

Iowa , 

Kansas , 

Kentucky 

Louisiana , 

Maine , 

Maryland 

Massachusetts...., 

Michigan , 

Minnesota , 

Mississippi , 

Missouri 

Montana 

Nebraska , 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 
Reserve 


Total,  Avail ./Est. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

984,000 

941,000 

1,016,280 

-- 

200,000 

216,000 

431,460 

463,000 

500,040 

1,699,970 

1,452,000 

1,568,160 

3,173,040 

3,010,000 

3,250,800 

1,296,800 

1,035,000 

1,117,800 

165,000 

242,000 

261,360 

310,000 

245,000 

264,600 

1,172,100 

1.057,000 

1,141,560 

1,093,330 

1,122,000 

1,211,760 

9,500 

560,000 

604,800 

791,410 

896,000 

967,680 

3,724,880 

3,977,000 

4,295,160 

2,146,690 

2,471,000 

2,668,680 

4,529,380 

4,844,000 

5,231,520 

2,836,700 

2,479,000 

2,677,320 

1,930,180 

2,010,000 

2,170,800 

806,400 

1,009,000 

1,089,720 

208,000 

299,000 

322,920 

330,700 

556,000 

600,480 

99,200 

293,000 

316,440 

1,185,890 

1,451,000 

1,567,080 

3,442,050 

3,109,000 

3,357,720 

746,970 

1,070,000 

1,155,600 

2,813,490 

2,835,000 

3,061,800 

958,780 

1,077,000 

1,163,160 

2,864,650 

2,842,000 

3,069,360 

200,000 

237,000 

255,960 

65,000 

321,000 

346,680 

470,000 

403,000 

435,240 

869,110 

542,000 

585,360 

1,412,230 

1,195,000 

1,290,600 

1,378,500 

1,547,000 

1,670,760 

1,108,680 

1,626,000 

1,756,080 

897,400 

2,319,000 

2,504,520 

1,922,840 

1,812,000 

1,956,960 

929,000 

886,000 

956,880 

1,826,000 

1,671,000 

1,804,680 

256,000 

160,000 

172,800 

603,000 

654,000 

706,320 

1,483,960 

1,620,000 

1,749,600 

943,920 

1,657,000 

1,789,560 

4,181,790 

4,761,000 

5,142,400 

608,000 

503,000 

543,240 

398,000 

411,000 

443,880 

923,120 

1,125,000 

1,215,000 

1,317,800 

1,059,000 

1,143,720 

625,000 

636,000 

686,880 

3,118,030 

2,635,000 

2,845,800 

336,000 

506,000 

546,480 

1,017,820 

850,000 

918,000 

171,500 

200,000 

216,000 

0 

200,000 

216,000 

0 

7,000,000 

7,881,000 

66,813,270 

78,081,000 

84,649,000 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  Actual  and  Estimated  1994  and  1995 

Agricultural  Credit  Insurance  Fund 
Guaranteed  Farm  Ownership  Loan  Program 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana , 

Iowa , 

Kansas , 

Kentucky , 

Louisiana , 

Maine 

Maryl and 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 
Reserve 


5,045,240 

300,000 

13,089,280 

5,665,650 

13,107,850 

1,627,500 

1,276,900 

8,603,080 

17,897,680 

3,601,440 

16,729,130 

6,960,180 

27,455,430 

17,527,840 

11,213.200 

15,283.400 

1,369,500 

3,061,700 

5,059,640 

15,659,330 

18,294,430 

7,537.400 

13,719,870 

9,017,300 

20,215,570 

344,600 

793,300 

1,035,290 

9,961,530 

11,194.310 

21,189,030 

10,048,840 

7,279,560 

26,345,780 

1,029,950 

15,051,990 

0 

3,188,100 

16,629,860 

5,062,370 

14,989,960 

2,615,242 

6,674,550 

3,983,500 

6,133,100 

3,731,800 

17,709,760 

2,097,930 

2,544,500 


7,192,000 

500,000 

3,538,000 

11,095,000 

22,998,000 

7,910,000 

1,847,000 

1,873,000 

8,073,000 

8,576,000 

4,278,000 

6,844,000 

30,386,000 

18,881,000 

37,016,000 

18,938,000 

15,360,000 

7,708,000 

2,282,000 

4,246,000 

2.238,000 

11,086,000 

23,754,000 

8.178,000 

21.663,000 

8,230,000 

21,714,000 

1,811,000 

2.451,000 

3,078.000 

4,142,000 

9,129.000 

11.821,000 

12,423,000 

17,719,000 

13,842,000 

6,767,000 

12,766,000 

1,223,000 

4,994,000 

12,377,000 

12,662,000 

36,396,000 

3,843,000 

3,137,000 

8,599,000 

8,092,000 

4,862,000 

20,136,000 

3,869,000 

3,000,000 

500,000 

500,000 

20,000,000 


7,479,680 

520,000 

3,679,520 

11,538,800 

23,335,200 

8,226,400 

1,920,880 

1,947,920 

8,395,920 

8,919,040 

4,449,120 

7,117,760 

31,601,440 

19,636,240 

38,496,640 

19,695,520 

15,974,400 

8,016,320 

2,373,280 

4,415,840 

2,327,520 

11,529,440 

24,704,160 

8,505,120 

22,529,520 

8,559.200 

22.582,560 

1,883,440 

2.549,040 

3,201.120 

4,307,680 

9,494,160 

12,293,840 

12,919,920 

18,427,760 

14,395,680 

7,037,680 

13,276,640 

1,271,920 

5,193.760 

12,872.080 

13,168,480 

37,051,840 

3,996,720 

3,262,480 

8,942,960 

8,415,680 

5,056,480 

20,941,440 

4,023,760 

3,120,000 

520,000 

520,000 

20,000,000 


Total ,  Avail ./Est. 


448,953,392 


556,543,000 


576,622,000 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Agricultural  Credit  Insurance  Fund 
Insured  Farm  Operating  Loan  Program 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Al  abama 

Alaska 

Arizona 

Arkansas 

California 

Colorado „ 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois , 

Indiana , 

Iowa , 

Kansas , 

Kentucky , 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Okl ahoma 

Oregon 

Pennsylvania...... 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 
Reserve 


6,474,320 

1,621,380 

17,661,870 

17,610,840 

5,912,730 

153,030 

301,300 

5,294,350 

10,559,780 

875,310 

15,401,780 

14,149,670 

12,743,200 

22,555,160 

16,850,480 

9,875,040 

17,430,220 

9,932,210 

1,759,780 

2,301,890 

13,393,780 

27,325,340 

26,838,950 

7,170,800 

5,075,320 

18,186,900 

2,151,800 

761,250 

1,732,840 

5,388,360 

15,478,960 

10,854,710 

18,990,510 

2,736,610 

18,995,040 

5,739,850 

23,107,300 

262,100 

8,577,710 

8,164,790 

7,574,860 

86,746,930 

6,686,680 

1,444,120 

3,484,870 

8,828,130 

3,375,550 

11,038,340 

2,489,190 

3.CWI340 

66,500 

16,500 

0 


8,328 

300 

2,037 

20,532 

22,467 

8,146 

680 

874 

6,918 

13,097 

1,806 

17,153 

22,550 

18,409 

32,728 

21,211 

14,131 

18,981 

9,995 

3,073 

2,945 

16,046 

33,787 

28,481 

13,957 

7,559 

24,213 

2,694 

1,521 

2,539 

6,534 

16,751 

14,309 

22,721 

8,267 

20,792 

7,526 

24,277 

636 

10,317 

11,577 

11,342 

93,333 

7,768 

2,258 

6,193 

10,930 

4,586 

15,616 

3,509 

3,000 

300 

300 

20,000 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
.000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
.0(H) 
,000 
,000 
,000 


7,745,040 

279,000 

1,894,410 

19,094,760 

20,894,310 

7,575,780 

632,400 

812,820 

6,433,740 

12,180,210 

1,679,580 

15,952,290 

20,971,500 

17,120,370 

30,437,040 

19,726,230 

13,141,830 

17,652,330 

9,295,350 

2,857,890 

2,738,850 

14,922,780 

31,421,910 

26,487,330 

12,980,010 

7,029,870 

22,518,090 

2,505,420 

1,414,530 

2,361,270 

6,076,620 

15,578,430 

13,307,370 

21,130,530 

7,688,310 

19,336,560 

6,999,180 

22,577,610 

591,480 

9,594,810 

10,766,610 

10,548,060 

85,016,690 

7,224,240 

2,099,940 

5,759,490 

10,164,900 

4,264,980 

14,522,880 

3,263,370 

2,790,000 

279,000 

279,000 

17,600,000 


Total ,  Avail ./Est. 


545,173,270 


700,000,000 


648,217,000 
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FARMERS  HOME  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  Actual  and  Estimated  1994  and  1995 

Agricultural  Credit  Insurance  Fund 
Guaranteed  Farm  Operating  Loan  Program 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska , 

Arizona , 

Arkansas , 

California , 

Colorado 

Connecticut 

Delaware 

Florida , 

Georgia 

Hawai  i 

Idaho , 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

Nest  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 
Reserve 


6.153,900 

1,038,070 
20,963,100 
25,290,700 
19,730,520 

1,491,800 
397,880 
11,003,460 
38,985,840 
233,040 
23,148,810 
38,900,780 
17,675,180 
64,168,510 
37,400,130 
15,316,700 
65,801,900 

1,017,500 

4,243,830 

3,270,820 
32,010,530 
55,786,430 
46,856,940 
19,554,940 
10,172,380 
47,270,990 

1,719.280 
792,700 

2,182,000 
10,208,000 
18,965,540 
15,232,870 
24,807,770 
12,347,310 
42,517,930 

8,929,420 

12,126,320 

0 

8,241,310 

37,160,000 

11,767,940 

109,328,960 

3,185,110 

8,680,050 

4,412,000 
17,987,540 

4,293,850 

38,260,110 

11,616,200 

694,000 

0 

0 

0 


28,244,000 
800,000 
11,465,000 
41,331,000 
81,308,000 
30,278,000 

6,853,000 

7,089,000 
28,029,000 
34,034,000 
15,293,000 
26,235,000 
108,082,000 
71,571,000 
135,535,000 
70,673,000 
58,858,000 
27,589,000 

9,099,000 
16,237,000 

8,424,000 
44,689,000 
92,455,000 
31,675,000 
84,140,000 
30,866,000 
79,357,000 

6,707,000 

9,470,000 
10,830,000 
14,229,000 
36,843,000 
45,209,000 
46,716,000 
68,371,000 
53,618,000 
27,105,000 
49,845,000 

4,623,000 
19,536,000 
46,509,000 
50,146,000 
135,954,000 
14,624,000 
12.241,000 
33,675,000 
30,977,000 
18,944,000 
81,746,000 
14,773,000 

3,500,000 

800,000 

800.000 

32,000,000 


31,633,280 
896,000 
12,840,800 
46,290,720 
91,064,960 
33,911,360 

7,675,360 

7,939,680 
31,392,480 
38,118,080 
17,128,160 
29,383,200 
121,051,840 
80,159,520 
151,799,200 
79,153,760 
65,920,960 
30,899,680 
10,190,880 
18,185,440 

9,434,880 
50.051,680 
103.549,600 
35,476,000 
94,236,800 
34,569,920 
88,879,840 

7,511,840 
10,606,400 
12,129,600 
15,936,480 
41,264,160 
50,634,080 
52,321,920 
76,575,520 
60,052,160 
30,357,600 
55,826,400 

5,177,760 
21,880,320 
52,090,080 
56,163,520 
156,268.480 
16,378,880 
13,709,920 
37,716,000 
34,694,240 
21,217,280 
91,555,520 
16,545,760 

3,920,000 

896,000 

896,000 

35,840,000 


Total,  Avail ./Est. 


1,013,340,890 


2,050,000,000 


2.300,000,000 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  Actual  and  Estimated  1994  and  1995 

Agricultural  Credit  Insurance  Fund 
Emergency  Loan  Program 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina . 

South  Dakota 

Tennessee 

Texas 

Utah , 

Vermont , 

Virginia 

Washington , 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico , 

Trust  Territories. 
Virgin  Islands.... 

Total ,  Avail ./Est. 


1993 
Amount 


$118,630 


201,110 
651,960 
500,000 
308,920 


8,991,330 

3,583,240 

962,110 

921,290 

165,390 

570,570 

116,970 

452,570 

559,470 

407,760 

2,846,210 

0 

50,290 

6,184,750 

662,150 

629,230 

144,160 

266,060 

223,000 

922,240 

0 

2,225,370 

0 

12,170,010 

282,170 

16,880 

39,400 

1,708,070 

430,410 

994,370 

60,260 

0 

848,980 

318,770 

3,139,950 

175,630 

0 

98,280 

157,820 

121,210 

4,649,190 

72,850 

206,550 

451,500 

0 


58,607,080 


1994 
Amount 


1995 
Amount 


180,000,000  a/b/    100,000,000  a/ 


a/  Cannot  be  distributed  by  geographic  area  in  advance. 

b/  Includes  $80,000,000  authorized  by  the  Dire  Emergency  Supplemental  Appropriation 

Act,  P.L.  102-368,  dated  September  23,  1992,  to  provide  assistance  to 

distressed  communities  as  a  result  of  natural  disasters. 
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FARMERS  HONE  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  Actual  and  Estimated  1994  and  1995 

Agricultural  Credit  Insurance  Fund 
Insured  Soil  and  Water  Loan  Program 


Alabama 

Arizona 

Arkansas 

California...., 

Colorado , 

Connecticut..., 

Florida , 

Georgia , 

Idaho , 

Illinois , 

Indiana , 

Iowa , 

Kansas , 

Kentucky , 

Louisiana 

Marylalnd 

Massachusetts. . 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire. . 

New  Jersey 

New  Mexico 

New  York 

North  Carolina. 
North  Dakota... 

Oklahoma 

Oregon 

Pennsylvania... 
Rhode  Island... 
South  Carolina. 
South  Dakota.. . 

Tennessee 

Texas 

Utah 

Vermont 

Washington 

West  Virginia.. 

Wisconsin 

Wyoming 

Virgin  Island.. 


Total ,  Avail. /Est. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

3 

,180 

_  _ 

_  _ 

50 

,000 

-- 

-- 

168 

,120 

-- 

— 

129 

,500 

.  m 

~" 

10,000 

__ 

■• 

96 

,310 

-- 

-- 

83 

,000 

-- 

— 

15 

,200 

-- 

-- 

18 

,700 

__ 

__ 

163 

,050 

-- 

-- 

85, 

,630 

-- 

-- 

50,000 

94, 

,000 

-- 

-- 

19, 

,000 

__ 

__ 

2, 

,200 

-- 

— 

52, 

,030 

-• 

-- 

18, 

,570 

-- 

-- 

24, 

,700 

•- 

"■ 

51, 

,000 

:: 

:: 

20, 

,500 

-- 

-- 

30, 

,000 



.. 

17, 

,000 

.- 

-. 

9, 

,750 

-_ 

-. 

216, 

,600 

_. 

.- 

198, 

,550 

-. 

.- 

100, 

000 

-- 

-- 

10, 

800 

__ 

— . 

10, 

000 

.. 

.. 

98, 

000 

._ 

_. 

122, 

750 

.. 

.. 

70, 

340 

_. 

_. 

62, 

040 

-- 

-- 

2,100,520 


2,897,000  a/ 


8,040,000  a/ 


Arkansas 

Georgia 

New  flex i co... 
Pennsylvania. 

Texas 

Utah 


Guaranteed  Soil  and  Water  Loan  Program 

27,000 
19,000 
50,000 
50,000 
44,640 
50,000 


Total,  Avail. /Est..         240,640         1,415,000  a/ 
a/  Cannot  be  distributed  by  geographic  area  in  advance. 


2,081,000  a/ 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Insured  Watershed  and  Flood  Prevention  Loans 


Total  Avail. /Est... 

a/  Cannot  be  distributed  by  geographic  area  in  advance. 


1993 
Amount 

1994 
Amount 

a/ 

1995 
Amount 

-- 

-- 

-- 

0 

4,000,000 

4,215,000  a/ 

Insured  Resource  Conservation  Development  Loans 


Total  Avail. /Est...      0  6,000,000  a/         632,000  a/ 

a/  Cannot  be  distributed  by  geographic  area  in  advance. 
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FARMERS  HOHE  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  Actual  and  Estimated  1994  and  1995 

Agricultural  Credit  Insurance  Fund 
Credit  Sales  of  Inventory  Property 


Alabama 

Alaska 

Arizona 

Arkansas 

California.... 

Colorado 

Connecticut... 

Delaware 

Florida 

Georgia 

Hawai i 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas , 

Kentucky , 

Louisiana , 

Maine , 

Maryland 

Massachusetts.. 

Michigan 

Minnesota 

Mississippi..., 

Missouri 

Montana , 

Nebraska 

Nevada 

New  Hampshire.. 

New  Jersey 

New  Mexico 

New  York 

North  Carolina. 
North  Dakota... 

Ohio 

Okl ahoma 

Oregon 

Pennsylvania... 
Rhode  Island... 
South  Carolina. 
South  Dakota... 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia.. 

Wisconsin 

Wyoming 

Puerto  Rico.... 
Reserve 


Total ,  Avail ./Est. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

295,350 

107,000 

78,110 

31,500 

0 

0 

1,372,650 

3,463,000 

2,527,990 

2,153,600 

2,162,000 

1,578,260 

877,790 

8,556,000 

6,245,880 

3,203,020 

3,988,000 

2,911,240 

0 

0 

0 

0 

90,000 

65,700 

921,810 

3,819,000 

2,787,870 

2,017,350 

2,376,000 

1,734,480 

86,500 

0 

0 

1,176,180 

1,987,000 

1,450,510 

413,840 

849,000 

619,770 

205,060 

827,000 

603,710 

5,911,465 

6,853,000 

5,002,690 

1,296,600 

1,808,000 

1,319,840 

401,600 

388,000 

283,240 

528,770 

2,463,000 

1,797,990 

136,380 

240,000 

175,200 

0 

0 

0 

195,000 

236,000 

172,280 

639,820 

2,307,000 

1,684,110 

1,783,010 

7,964,000 

5,813,720 

1,337,400 

4,075,000 

2,974,750 

2,273,520 

4,320,000 

3,153,600 

893,140 

3,378,000 

2,465,940 

1,981,790 

2,833,000 

2,068,090 

0 

155,000 

113,150 

0 

0 

0 

0 

397,000 

289,810 

1,262,830 

2,093,000 

1,527,890 

208,400 

3,492,000 

2,549,160 

933,500 

3,002,000 

2.191,460 

1,947,400 

6,259,000 

4,569,070 

457,250 

145,000 

105,850 

1,719,430 

5,203,000 

3,798,190 

468,300 

1,958,000 

1,429,340 

550,450 

666,000 

486,180 

0 

0 

0 

315,320 

1,684,000 

1,229,320 

816,510 

4,633,000 

3,382,090 

751,180 

351,000 

256,230 

648,820 

3,074,000 

2,244,020 

470,770 

317,000 

231,410 

0 

447,000 

326,310 

258,750 

1,053,000 

768,690 

4,969,930 

5,212,000 

3,443,170 

474,950 

127,000 

92,710 

1,004,760 

2, 218, OCX 

1,619,140 

904,200 

1,449,00: 

1,057,770 

981,510 

2.445.0C 

1,784,850 

0 

12,314,00 

8,989,220 

49,277,405 

123,783,000 

90,000,000 
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FARMERS  HOME  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Agricultural  Resource  Conservation  Demonstration  TGuaranteed  Loan!  Program 

For  [loan  guarantees]  gross  obligations  for  the  principal  amount  of 
guaranteed  loans,  authorized  under  sections  1465-1469  for  Public  Law  101-624 
for  the  Agricultural  Resource  Conservation  Demonstration  Program, 
[$6,799,000]  $5.599.000. 

For  the  cost  of  guaranteed  loans,  including  the  cost  of  modifying  loans,  as 
defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  [$3,599,000] 
$3.086.000. 


AGRICULTURAL  RESOURCE  CONSERVATION  DEMONSTRATION  PROGRAM 

(On  basis  of  loan  level,  subsidy,  and  administration  expenses) 

(In  thousands  of  dollars) 


Loan  Level 

Appropriations  Act,  1994 $6,799 

Budget  Estimate,  1995 5.599 

Decrease  in  Appropriation -1.200 


Subsidy 

$3,599 

3.086 


-513 


Administrative 

Expenses 

0 
P_ 


PROJECT  STATEMENT 
(On  basis  of  appropriated  loan  level,  subsidy,  and  administrative  expenses) 

(In  thousands  of  dollars) 


1993 
Actual 


T591 

Appropriated 


~~ T555" — 

Estimated 


Project 


Decrease 


Agricultural  Resource  Conserva- 
tion Demonstration  Program: 

Guaranteed  loans 

Guaranteed  loan  subsidy 

Administrative  expenses 


$6,875 

3,644 

P_ 


$6,799 

3,599 

0_ 


■$1,200  (1) 
-513  (2) 
0 


$5,599 

3,086 

0 


Staff -years  are  reflected  in  the  Salaries  and  Expense  Project  Statement. 

Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 

of  Farm  Service  Agency. 

PROJECT  STATEMENT 

(On  basis  of  1994  loan  level  and  subsidy  supportable 

under  1994  Appropriation  Act) 

(In  thousands  of  dollars) 


Item  of  Change 

1994 
Appropriated 

Decrease 

1994 
Current 
Estimate 

Agricultural  Resource  Conserva- 
tion Demonstration  Program: 
Guaranteed  1 oan 

$6,799 
3.599 

-$338 
0 

$6,461 

Guaranteed  loan  subsidy 

3.599 

EXF 

SANATION  OF  PR0GR/ 

,M 

The  Farms  for  the  Future  Act  of  1990  (section  1465  of  P.L.  101-624)  as  amended,  by 
section  203  of  P.L.  102-237,  the  Food,  Agriculture,  Conservation,  and  Trade  Act 
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Amendments  of  1991  provided  for  the  issuance  of  loan  guarantees  and  interest 
assistance  on  loans  made  to  state  trust  funds  to  assist  eligible  states  in 
financing  a  farmland  protection  effort  to  preserve  vital  farmland  resources  for 
future  generations.  Each  guarantee  shall  be  for  a  ten  year  period  covering  100 
percent  of  both  principal  and  interest  due.  The  Secretary  shall  pay  all  the 
interest  due  for  the  first  five  years  and  no  less  than  three  percentage  points  of 
the  interest  for  the  next  five  years.  The  interest  rate  is  negotiated  between  the 
borrower  and  lender,  except  that  no  eligible  loan  shall  bear  an  interest  rate  in 
excess  of  10  percent  per  year.  The  maximum  allowable  Federal  loan  guarantee  is  no 
more  than  double  the  amount  that  the  eligible  state  makes  available  for  acquiring 
and  preserving  farmland,  up  to  a  maximum  of  110  million  per  year,  to  each  eligible 
state,  through  September  30,  1996. 

Justification  of  Decrease 

(1)  A  decrease  of  SI. 200.000  for  agricultural  resource  conservation  loans 
fS6.799.000  available  in  FY  1994K 

Need  for  Change.  The  Budget  proposes  a  reduction  in  the  amount  available  for 
guaranteed  loans.  The  reduction  in  crogram  level  is  a  result  of  the  proposal 
to  fund  subsidy  costs  at  the  prior  yvar  level.  Since  the  actual  costs  to 
subsidize  this  program  have  increased  from  last  year  due  to  inflation  and 
interest  rate  changes,  a  smaller  loan  level  will  be  achieved. 

Nature  of  Change.  The  program  level  will  provide  1  loan  in  FY  1995. 

(2)  A  decrease  of  S513.000  for  the  guaranteed  loan  subsidy  fS3.599.000  available 
in  FY  1994). 

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
guaranteed  loan  commitments  associated  with  the  supportable  FY  1995  loan 
level . 
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FARMERS  HOME  ADMINISTRATION 

The  1995  Budget  Estimates  include  language  for  this  item  as  follows  (deleted  matter 
enclosed  in  brackets): 

State  Mediation  Grants: 

[For  grants  pursuant  to  section  502(b)  of  the  Agricultural  Credit  Act  of  1987, 
as  amended  (7  U.S.C.  5101-5106),  $3,000,000.] 

This  change  eliminates  the  appropriation  language  for  this  program.  No 
appropriation  is  requested  in  fiscal  year  1995. 

State  Mediation  Grants 

Appropriations  Act,  1994 $3,000,000 

Budget  Estimate,  1995 Q 

Decrease  in  Appropriation -3.000.000 


PROJECT  STATEMENT 
(On  basis  of  adjusted  appropriation) 


1993 
Actual 


1597 

Appropriation 


— mr~ 

Estimated 


Project 


Decrease 


State  mediation  grants, 
appropriation 


S2. 986 .000 


S3.000.000 


-S3. 000. 000 


JO 


Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 

Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 

of  Farm  Service  Agency. 

EXPLANATION  OF  PROGRAM 

This  program  is  authorized  under  Title  V  of  the  Agricultural  Credit  Act  of  1987. 
Grants  are  made  to  states  which  have  been  certified  by  FmHA  as  having  an 
agricultural  loan  mediation  program.  Grants  will  be  solely  for  operation  and 
administration  of  the  state's  agricultural  loan  mediation  program.  A  grant  will 
not  exceed  70  percent  of  the  total  fiscal  year  funds  that  a  qualifying  state 
requires  to  operate  and  administer  its  agricultural  loan  mediation  program.  In  no 
case  will  the  total  amount  of  a  grant  exceed  $500,000  annually. 

JUSTIFICATION  OF  DECREASE 

A  decrease  of  $3.000.000  for  state  mediation  grants  ($3.000.000  available  in  FY 
1994). 

Need  for  Change.  This  program  was  enacted  in  response  to  the  farm  credit  crises  in 
the  1980' s.  The  crises  is  over  and  Federal  contributions  to  states  is  no  longer 
warranted. 

Nature  of  Change.  No  funds  are  proposed  for  this  program  in  FY  1995. 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  Actual  and  Estimated  1994  and  1995 

State  Mediation  Program 


Alabama 

Arizona 

Arkansas 

Indiana 

Iowa 

Kansas 

Minnesota.... 

Nebraska 

Nevada 

New  Mexico... 
North  Dakota. 

Oklahoma 

Oregon 

South  Dakota. 

Texas 

Utah 

Wisconsin.... 

Wyoming 

Reserve 


Total,  Avail. /Est. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

171,430 

126,260 

... 

53,350 

46,670 

— 

81,990 

82,500 

— 

130,540 

54,060 

— 

194,800 

182,040 

-- 

387,760 

271,390 

— 

330,000 

319,410 

-- 

194,310 

205,220 

-- 

5,000 

5,000 

-- 

117,540 

113,220 

— 

389,090 

500,000 

-- 

153,810 

181,660 

.. 

52,000 

9,610 

.. 

58,570 

57,130 

.. 

454,455 

500,000 

-- 

15,000 

5,000 

— 

176,200 

100,230 

-- 

20,000 

10,150 

— 

"" 

230,450 

~- 

2,985,845 

3,000,000 

__ 

Indian  Land  Acquisition  Loan  Program 


Idaho 

Oklahoma. 


767,450 
92,000 


Total,  Avail. /Est., 


859,450 


1,000,000  a/ 


1,233,000  a/ 


a/  Cannot  be  distributed  by  geographic  area  in  advance. 


Vermont . 


Guaranteed  Agricultural  Resource  Conservation 
Demonstration  Loans 

$6,875,000 


6,875,000         6,799,000  a/     5,599,000  a/ 
a/  Cannot  be  distributed  by  geographic  area  in  advance. 
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FARMERS  HOME  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Outreach  fand  Technical  Assistance  Grants!  for  Socially  Disadvantaged  Farmers 

For  grants  and  contracts  pursuant  to  section  2501  of  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  of  1990  (7  U.S.C.  2279),  [$3,000,000] 
$5. 000. 000.  to  remain  available  until  expended. 

Outreach  and  Technical  Assistance  Grants  for  Socially  Disadvantaged  Farmers 

Appropriation  Act,  1994 $3,000,000 

Budget  Estimate,  1995 5.000,000 

Increase  in  Appropriation 2.000,000 


PROJECT  STATEMENT 
(On  basis  of  appropriation) 


Project 

1993 
Actual 

1994 
Appropriated 

Increase 

1995 
Estimated 

Outreach  and  technical 
assistance  grants  for 
socially  disadvantaged 
farmers,  appropriation.... 

0 

$3,000,000 

$2,000,000 

$5,000,000 

Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  Farm  Service  Agency. 

EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  under  section  2501  of  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  of  1990.  The  Secretary  of  Agriculture  is  empowered  to 
make  grants  to  eligible  community  based  organizations  with  demonstrated  expertise 
in  providing  agricultural  education  or  other  agricultural  related  services  to 
socially  disadvantaged  groups.  Also  eligible  are  the  1890  Land-Grant  Colleges 
including  Tuskegee  Institute,  Indian  tribal  community  colleges,  Hispanic  servicing 
post-secondary  educational  institutions,  post-secondary  educational  institutions 
having  the  required  expertise. 

Justification  of  Increase 


An  increase  of  $2.000.000  for  socially  disadvantaged  farmers  outreach  and 
technical  assistance  grants  ($3.000.000  available  in  FY  1994) . 

Need  for  change.  The  increase  is  needed  to  insure  that  socially  disadvantaged 
groups  are  receiving  the  benefits  of  the  agricultural  programs  carried  out  by  the 
Department  of  Agriculture. 

Nature  of  Change.  The  funding  is  provided  for  outreach  and  assistance  programs 
which  will  bring  more  farmers  and  ranchers  included  in  the  socially  disadvantaged 
groups  into  the  mainstream  of  the  agricultural  programs  that  are  part  of  the 
Department  of  Agriculture. 

Geographic  breakdown  of  estimated  obligations  of  $3,000,000  for  fiscal  year  1994 
and  $5,000,000  for  fiscal  year  1995  cannot  be  distributed  in  advance. 
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FARMERS  HOME  ADMINISTRATION 

The  1995  Budget  Estimates  include  appropriation  language  for  this  item  as  follows 
(new  language  underscored;  deleted  matter  enclosed  in  brackets): 

Rural  Housing  Insurance  Fund  Program  Account: 

For  gross  obligations  for  the  principal  amount  of  direct  and  guaranteed  loans 
as  authorized  by  title  V  of  the  Housing  Act  of  1949,  as  amended,  to  be 
available  from  funds  in  the  Rural  Housing  Insurance  Fund,  as  follows: 
[$2,550,000,000]  S3. 100.000.000  for  loans  to  section  502  borrowers,  as 
determined  by  the  Secretary,  of  which  [$750,000,000]  $1.300.000.000  shall  be 
for  unsubsidized  guaranteed  loans;  $35,000,000  for  section  504  housing  repair 
loans;  [$16,300,000]  $16.482.000  for  section  514  farm  labor  housing; 

1  [$540,107,0001  $220.000.000  for  section  515  rental  housing,  of  which 
$20.000.000  shall  be  made  available  for  empowerment  zones  and  enterprise 
communities  authorized  by  subchapter  C  of  title  XIII  of  the  Omnibus  Budget 
Reconciliation  Act  of  1993;  [$600,000]  $632.000  for  site  loans;  and 
[$133,000,000]  $175.776.000  for  credit  sales  of  acquired  property:  Provided, 
That  up  to  [$50,664,000]  $48.650.000  of  these  funds  shall  be  made  available 
for  section  502(g),  Deferral  Mortgage  Demonstration. 

For  the  cost  of  direct  and  guaranteed  loans,  including  the  cost  of  modifying 
loans,  as  defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as 

2  follows:  [low-income  housing]  section  502  loans,  [$366,360,000] 
$187.960.000.  of  which  [$12,225,000]  $22.360.000  shall  be  for  unsubsidized 
guaranteed  loans;  section  504  housing  repair  loans,  [$13,671,000] 
$11.690.000:  section  514  farm  labor  housing,  [$8,394,000]  $8.193.000;  section 
515  rental  housing,  [$309,967,000]  $115.500.000:  and  credit  sales  of  acquired 

3  property,  [$20,242,000]  $14.484.000:  Provided.  That  section  502  direct 
nans  and  credit  sales  of  section  502  acquired  property  shall  be  made  on  the 
basis  that  borrowers  shall  pay  an  amount  corresponding  to  30  percent  of  their 
adjusted  family  income:  and  Provided  further.  That  section  502  unsubsidized 
guaranteed  loans  shall  require  a  loan  origination  fee  of  one  percent  and  that 
the  amount  collected  shall  be  available  for  administrative  expenses. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct 
and  guaranteed  loan  programs,  [$396,161,000]  $408.065.000. 

The  first  change  is  for  the  purpose  of  providing  additional  language  for  the  direct 
section  515  rental  housing  program  to  include  the  targeting  of  $20,000,000  of  the 
program's  loan  level  towards  empowerment  zones  and  enterprise  communities. 

The  second  change  is  proposed  to  reflect  that  the  subsidy  loan  costs  associated 
with  the  section  502  program  (principally  the  guaranteed  loan  program)  are  not 
limited  exclusively  to  low-income  borrowers. 

The  third  change  is  being  requested  to  reduce  the  subsidy  budget  authority 
requirements  associated  with  the  section  502  direct  loan  program  by  increasing 
borrowers'  loan  payments  to  30%  of  their  income  (not  to  exceed  the  full  note  rate 
amount);  and  to  institute  a  1%  origination  fee  in  conjunction  with  the  section  502 
guaranteed  loan  program  to  be  made  available  for  administrative  expenses.  In 
addition,  this  change  is  proposed  to  authorize  that  credit  sale  purchasers  of 
acquired  section  502  properties  will  also  be  required  to  make  loan  payments  based 
on  30%  of  their  adjusted  family  income  (not  to  exceed  the  full  note  rate  amount). 

RURAL  HOUSING  INSURANCE  FUND  PROGRAM  ACCOUNT 
(On  basis  of  loan  levels,  subsidies,  and  administrative  expenses) 
(In  thousands  of  dollars) 

Administrative 
Loan  Level Subsidy Expenses 

Appropriations  Act,  1994 $3,275,007      $718,634       $396,161 

Budget  Estimate,  1995 3.547.890 337.827 408.065 

Change  in  Amount 272,883     -380,807         11,904 
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EXPLANATION  OF  PROGRAM 

As  required  by  Title  XIII,  section  13201,  of  the  Omnibus  Budget  Reconciliation  Act 
of  1990,  this  account  records  the  subsidy  costs  associated  with  the  direct  loan 
obligations  and  guaranteed  loan  commitments  of  this  account  in  FY  1992  and  beyond. 
Subsidy  amounts  are  obtained  by  estimating  the  difference  between  the  net  present 
value  of  the  Government's  disbursements  and  receipts  resulting  from  direct  and 
guaranteed  loans  made  through  this  account.  For  the  requested  FY  1995  direct  loans 
of  $2,247,890,000  and  guaranteed  loans  of  $1,300,000,000,  the  associated  lifetime 
subsidy  is  estimated  to  be  $315,467,000  and  $22,360,000,  respectively. 

The  Rural  Housing  Insurance  Fund  (RHIF)  was  established  under  the  authority 
contained  in  section  1003(a)  of  the  Housing  and  Urban  Development  Act  of  1965 
(Public  Law  89-117),  enacted  August  10,  1965.  Public  Law  89-117  authorized  an 
appropriation  of  such  sums  as  may  be  necessary  for  the  purposes  of  the  fund.  An 
Appropriation  of  $100,000,000  was  provided  by  the  Supplemental  Appropriation  Act, 
1966,  (Public  Law  89-309),  to  capitalize  the  fund  for  future  operations. 

Public  Law  89-117  transferred  authorities  for  making  insured  farm  labor  housing 
loans  and  insured  rural  rental  or  cooperative  housing  loans  from  the  Agricultural 
Credit  Insurance  Fund  to  the  Rural  Housing  Insurance  Fund.  Public  Law  90-448, 
approved  August  1,  1968,  authorized  interest  credits  to  the  accounts  of  certain 
qualified  borrowers.  Public  Law  91-152,  approved  December  24,  1969,  transferred  the 
assets,  liabilities,  and  authorizations  of  the  Rural  Housing  Direct  Loan  Account  to 
the  Rural  Housing  Insurance  Fund. 

For  other  legislative  information  on  the  Rural  Housing  Insurance  Fund  and  FmHA's 
housing  program  authorities,  title  V  of  the  Housing  Act  of  1949,  as  amended,  serves 
as  the  Agency's  primary  source  of  substantive  housing  legislation. 

Rural  housing  building  and  repair  loans  (Section  502  of  the  Housing  Act  of  1949.  as 
amended)  -  Loans  are  made  to  enable  eligible  low-income  applicants  to  purchase, 
construct,  improve,  alter,  repair  or  replace  dwellings  in  rural  areas,  if  their  need 
for  necessary  housing  cannot  be  met  with  financial  assistance  from  other  sources. 
Not  less  than  40  percent  of  the  funding  authorized  nationally  -shall  be  set  aside  and 
not  less  than  30  percent  in  each  State  will  be  available  for  very  low-income 
families.  These  loans  bear  a  note  rate  based  on  the  cost-of-money  to  the  Treasury 
with  provisions  for  interest  credit,  which  may  reduce  the  interest  rate  to  as  low  as 
1  percent  under  certain  circumstances.  Such  loans  may  not  exceed  amounts  necessary 
to  provide  adequate  housing  which  is  modest  in  size,  design,  and  cost. 

Building  loans  are  made  to  farm  owners,  owners  of  other  real  estate  in  rural  areas, 
others  who  are  or  will  become  rural  residents,  and  long-term  leaseholders.  These 
loans  are  generally  repayable  in  not  more  than  33  years;  however,  persons  whose 
incomes  do  not  exceed  60  percent  of  the  median  income  for  the  area  could  receive 
loans  with  maturities  of  up  to  38  years. 

Rural  housing  very  low-income  repair  loans  (Section  504  of  the  Housing  Act  of  1949. 
as  amended)  -  Loans  are  authorized  to  be  made  to  very  low-income  individuals  and 
families  to  repair  or  rehabilitate  their  dwellings.  The  loans  are  made  at  1  percent 
for  a  term  of  not  more  than  20  years  and  presently  have  a  maximum  loan  amount  of 
$15,000. 

Rural  rental  and  cooperative  building  loans  (Section  515  of  the  Housing  Act  of  1949. 
as  amended)  -  Loans  are  authorized  to  be  made  to  individuals,  corporations,  Indian 
tribes,  associations,  public  bodies,  trusts,  or  partnerships  to  provide  moderate 
cost  rental  or  cooperative  housing  and  related  facilities  for  elderly  or  handicapped 
persons  or  families  and  other  persons  of  low-,  very  low-,  and  moderate- income  in 
rural  areas.  Priority  for  rural  rental  housing  loans  is  for  applicants  proposing  to 
serve  low-  and  very  low-income  families  and  persons  in  most  rural  areas.  These 
loans  are  repayable  in  not  more  than  50  years  and  currently  bear  a  note  rate  based 
on  the  cost-of-money  to  the  Treasury  with  provision  for  interest  credits  to  benefit 
tenants  by  reducing  the  interest  rate  to  as  low  as  1  percent  under  certain 
circumstances.  These  loans  are  made  only  if  the  need  for  necessary  housing  cannot 
be  met  with  financial  assistance  from  other  sources  except  in  the  case  of  public 
bodies.  The  Farmers  Home  Administration  has  in  the  past  made  its  rural  rental 
housing  loans  in  conjunction  with  the  Department  of  Housing  and  Urban  Development's 
Section  8  rent  subsidy  program.  Loans  made  for  units  that  have  received  Section  8 
assistance  bear  an  interest  rate  that  is  reduced  either  1  percent  or  2  percent  below 
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the  unsubsidized  rate,  depending  upon  the  circumstances  of  the  individual  project. 

Rural  housing  site  loans  (Section  524  of  the  Housing  Act  of  1949.  as  amended)  - 
Loans  are  made  for  the  purchase  and  development  of  land  to  be  subdivided  into 
building  sites  for  low-  to  moderate- income  housing  borrowers  and  rural  rental  and 
cooperative  housing  borrowers.  Loans  are  made  at  a  note  rate  based  on  the 
cost-of-money  to  the  Treasury  and  are  repayable  in  2  years. 

Farm  labor  housing  loans  (Section  514  of  the  Housing  Act  of  1949.  as  amended)  - 
Loans  are  authorized  to  be  made  to  a  farm  owner,  to  certain  public  or  broad-based 
private  nonprofit  organizations,  public  bodies,  or  to  a  nonprofit  organization  of 
farmworkers  to  provide  most  living  quarters,  basic  household  furnishings,  and 
related  facilities,  including  land  necessary  for  an  adequate  site,  for  domestic  farm 
labor.  Loans  will  be  made  based  on  a  determination  of  need  considering  housing 
needs  of  domestic  farm  labor,  including  migrant  farmworkers  in  the  area  without 
regard  to  other  housing  needs  in  the  area.  These  loans  are  repayable  in  not  more 
than  33  years  and  bear  interest  not  in  excess  of  1  percent,  except  under  certain 
circumstances.  Loans  to  organizations  may  be  made  simultaneously  with  farm  labor 
housing  grants  which  are  discussed  elsewhere  in  these  justifications. 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 

FmHA's  Rural  Housing  Program  proposals  represent  the  Administration's  initiative  to 
revitalize  rural  America  by  helping  people  who  cannot  obtain  credit  elsewhere  invest 
in  the  American  dream  of  homeownership.  For  FY  1995,  the  Budget  proposes  to 
increase  the  number  of  rural  Americans  served  by  our  programs  by  almost  6,000 
individuals  and/or  families.  This  will  be  achieved  by  channelling  more  resources 
into  programs  which  provide  housing  in  rural  areas  in  the  most  cost  effective 
manner.  Because  of  the  leveraging  benefits  of  credit  programs,  the  cost  of  our 
programs  is  $338  million,  a  decrease  of  $381  million  from  the  FY  1994  level,  and  the 
program  level  is  $3.5  billion,  an  increase  of  $273  million. 

FmHA's  rural  housing  programs  offer  a  variety  of  assistance  to  low-  and  very 
low-income  clientele  through  a  mix  of  direct  loan,  grant,  and  rental  assistance 
programs.  In  addition,  under  FmHA's  section  502  guaranteed  loan  program,  the  Agency 
will  substantially  expand  its  use  of  private  sector  resources  to  originate  and 
service  loans  to  provide  modest  housing  to  the  lower  range  of  moderate- income 
borrowers.  The  Budget  Request  proposes  to  support  an  estimated  116,861  housing 
units  in  1995,  of  which  67,200  are  assisted  through  direct  and  guaranteed  loans 
under  this  account.  This  request  reflects  an  increase  of  an  estimated  5,890  total 
housing  units  over  1994  appropriated  levels. 

An  important  component  of  the  Budget  Request  is  the  proposed  increase  of  $10  million 
in  budget  authority  in  the  section  502  guaranteed  loan  program.  This  increase 
leverages  the  financing  of  an  additional  $550  million  in  guarantees  to  assist  an 
additional  8,270  units  above  the  1994  level.  The  guaranteed  loan  level  requested 
represents  a  73%  increase  above  the  1994  appropriated  level,  which  was  an  increase 
of  29%  above  the  1993  level.  In  four  years,  the  guaranteed  program  will  have  grown 
from  a  660  unit  pilot  program  to  a  20,320  unit  program  that  complements  the  28,790 
unit  direct  loan  program.  The  increase  is  justified  as  the  demand  for  the 

?uaranteed  program  has  grown  significantly  and  has  gained  considerable  private 
ender  and  secondary  market  acceptance  as  well.  The  request  for  an  expanded 
guaranteed  program  to  meet  a  ready  demand  is  in  keeping  with  the  Administration's 
belief  that  government  is  a  partner  with  the  private  sector  working  for  growth. 
Unsubsidized  guaranteed  loans  are  an  inexpensive  way  to  help  meet  the  housing  needs 
of  rural  America.  The  rise  in  the  guaranteed  program  has  been  accomplished  at  a 
modest  budgetary  cost  of  $1,100  per  unit. 

The  Budget  Request  proposes  the  continuation  of  the  section  502  direct  loan  program 
at  the  same  level  as  appropriated  in  FY  1994  to  enable  more  individuals  and  families 
in  rural  America  to  experience  the  pride  of  homeownership.  This  higher  level 
represents  over  a  $500  million  increase  above  the  levels  of  the  1990  through  1993 
period.  With  the  proposed  level  in  1995,  28,790  new  borrowers  will  receive  an 
opportunity  to  own  a  modest  home  and  to  build  equity.  In  conjunction  with 
maintaining  the  $1.8  billion  direct  loan  program  level,  the  Administration  proposes 
to  substantially  reduce  the  budgetary  cost  of  this  program  by  requiring  borrowers  to 
contribute  30  percent  of  their  adjusted  income  towards  their  housing  costs  under  the 
interest  credit  mechanism  of  the  program. 
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To  help  very  low-income  homeowners,  the  direct  section  504  direct  loan  program  has 
also  been  proposed  at  the  same  level  as  appropriated  in  FY  1994,  which  is  over  a 
200%  increase  above  the  1993  level.  With  this  proposed  program  level,  an  estimated 
7,410  units  occupied  by  very  low-income  residents  can  be  assisted  through  loans  to 
make  repairs  to  their  homes  to  remove  health  hazards  to  themselves  or  their 
communities,  or  to  otherwise  make  the  dwellings  more  habitable.  The  incremental 
costs  of  this  program  initiative  are  justified  by  the  widely  dispersed  impacts  that 
can  be  made  in  our  rural  communities  as  program  participants  improve  their  housing 
through  this  program  and  the  related  housing  repair  grant  program. 

In  proposing  to  continue  the  Agency's  farm  labor  housing  and  site  development  loan 
programs  at  basically  the  same  levels  as  in  the  1994  Budget,  in  conjunction  with  the 
proposed  program  increases  mentioned  above,  FmHA  continues  to  respond  to  rural 
families  in  financial  need,  giving  hope  to  hard-working  rural  people  by  providing 
assistance  in  obtaining  decent,  safe  and  sanitary  housing. 

In  addition,  the  Buoget  Request  proposes  to  continue  providing  assistance  through 
the  multi-family  housing  loan  and  rental  assistance  programs  to  those  whose  incomes 
cannot  support  repayment  of  a  housing  purchase  or  where  homeownership  for  any  other 
reason  is  not  the  most  viable  means  of  meeting  an  individual's  or  family's  housing 
needs.  The  section  515  program  has  been  substantially  reduced,  however,  because  of 
vacancies  within  existing  515  projects  and  the  need  to  redirect  resources  to  rental 
assistance  which  supports  existing  515  projects  where  tenants  are  paying  more  than 
30  percent  of  their  income  for  rent  and  qualify  for  rental  assistance  but  have  not 
been  receiving  it. 

(1)  An  increase  of  $550.000.000  in  unsubsidized  guaranteed  single  family  housing 
loans  (S750. 000. 000  available  in  FY  1994) . 

Need  for  Change.  The  Budget  proposes  to  increase  guaranteed  loans  as  a  part  of 
its  major  initiative  to  increase  and  broaden  its  impact  on  revitalizing  housing 
in  rural  areas.  The  guaranteed  program  is  proposed  for  a  substantial  increase 
in  funding  in  order  to  meet  the  rising  demand  and  increased  interest  in  this 
program  by  lenders  and  prospective  homeowners. 

Nature  of  Change.  The  Budget  proposes  an  increase  in  the  guaranteed  single 
family  housing  loan  program  as  part  of  the  Administration's  efforts  to  assist 
rural  home  owners.  The  proposed  program  level  will  finance  an  estimated  20,320 
units  without  interest  assistance  in  FY  1995,  an  increase  of  8,270  units  over 
the  FY  1994  projected  units. 

(2)  A  decrease  of  $320.107.000  in  direct  multi-family  housing  loans  ($540.107.000 
available  in  FY  1994). 

Need  for  Change.  The  Budget  proposes  to  decrease  direct  rental  housing  loans 
as  a  part  of  the  Department's  response  to  the  current  and  prospective  budgetary 
constraints. 

Nature  of  Change.  The  Budget  proposes  a  decrease  in  the  direct  rental  housing 
loan  program  as  part  of  the  Administration's  efforts  to  reduce  budgetary 
outlays.  This  loan  program,  while  being  high  cost  in  terms  of  loan  subsidy 
requirements,  is  also  heavily  dependent  on  additional  subsidies  provided 
through  rental  assistance  to  insure  occupancy.  The  greatest  budgetary  savings 
were  derived  through  reductions  in  the  section  515  loan  and  new  construction 
rental  assistance  programs.  The  reduced  program  level  will,  nevertheless, 
continue  to  be  targeted  to  the  lowest  income  areas  with  the  greatest  need.  The 
proposed  program  level  will  finance  an  estimated  5,270  units  in  FY  1995,  a 
decrease  of  8,730  units  from  the  FY  1994  projected  units. 

(3)  An  increase  of  $182.000  in  direct  farm  labor  housing  loans  ($16.300.000 
available  in  FY  1994) . 

Need  for  Change.  The  Budget  proposes  to  increase  the  direct  farm  labor  housing 
loan  program.  The  Administration  continues  to  recognize  the  need  of  farm 
laborers  in  their  pursuit  of  safe  and  sanitary  decent  housing  by  providing  farm 
labor  housing  loans  and  grants. 

Nature  of  Change.  This  proposed  loan  program  level  taken  in  conjunction  with 
the  farm  labor  grants  will  produce  an  estimated  530  units  in  FY  1995. 
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(4)  An  increase  of  $32.000  in  direct  site  loans  ($600.000  available  in  FY  1994). 

Need  for  Change.  The  Budget  proposes  to  increase  the  direct  site  loan  program 
over  the  1994  level . 

Nature  of  Change.  Under  the  proposed  funding  level,  it  is  estimated  that  2 
loans  will  be  made  in  FY  1995. 

(5)  An  increase  of  $42.776.000  in  credit  sales  of  acquired  property  ($133.000.000 
available  in  FY  1994) . 

Need  for  Change.  The  Budget  proposes  to  increase  this  program  from  the  FY  1994 
Appropriation  level  to  the  level  necessary  to  cover  estimated  need. 

Nature  of  Change.  The  level  projected  is  sufficient  to  cover  the  estimated 
need  for  direct  loan  financing  required  to  enable  the  Agency  to  manage  the 
timely  sale  of  properties  acquired  in  the  servicing  of  its  loan  portfolio. 

(6)  A  decrease  of  $390.942.000  in  the  direct  loan  subsidy  ($706.409.000  available 
in  FY  1994). 

Need  for  Change.  The  estimated  subsidy  amount  is  sufficient  to  support  the 
direct  loan  obligations  associated  with  the  requested  FY  1995  loan  level,  as 
required  under  the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of 
1990. 

(7)  An  increase  of  $10.135.000  in  the  guaranteed  loan  subsidy  ($12.225.000 
available  in  FY  1994) . 

Need  for  Change.  The  estimated  subsidy  amount  is  necessary  to  support  the 
unsubsidized  guaranteed  loan  commitment  authority  requested  in  FY  1995,  as 
required  under  the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of 
1990. 

(8)  An  increase  of  $11.904.000  in  administrative  expenses  ($396.161.000  available 
in  FY  1994). 

Need  for  Change.  Justification  for  administrative  expenses  in  the  amount  of 
$408,065,000  and  the  associated  staff-years  are  reflected  in  the  Salaries  and 
Expenses  Project  Statement.  A  balance  of  $15,563,000  will  be  retained  by  the 
program  account  for  obligation  of  program-related,  nonrecoverable  costs.  The 
Budget  proposes  an  additional  $13,000,000  of  spending  authority  from  offsetting 
collections  to  be  available  for  program-related,  nonrecoverable  costs.  The 
$13,000,000  will  be  collected  from  a  1%  loan  origination  fee  charged  on 
guaranteed  single  family  housing  loans. 


395 


Rural  Housing  Insurance  Fund  Program  Account 
Summary  of  Rescission  Proposal 

SUMMARY  OF  DECREASES  -  RESCISSION  PROPOSAL 
(In  thousands  of  dollars) 


FY  1994 

Suooortable  Levels 

Rescission 

Proposal 

Revised  Levels 

Item  of  Change 

Loan  Level 

Subsidy 

Loan  Level 

Subsidy 

Loan  Level 

Subsidy 

Single  family  housing: 

.:  $1,807,734 

$354,135 
12.225 

309.967 

13,671 

8,394 

0 

20.242 

-7,734 
0 

-22,802 

-3.380 

-995 

0 
0 

$-1,515 

0 

-12.443 

-1.204 

-483 

0 

0 

$1,800,000 
727.679 

545.215 

35,000 

16,302 

600 

125.649 

$352,620 

Guaranteed  loans  unsubsidized 

727.679 

568.017 

.:     38.380 

12,225 

297.524 
12,467 

17.297 

7.911 

Site  development  direct  loans 

Credit  sales  of  acquired  property.... 

600 
125.649 

0 
20.242 

Total : 

2,557.677 

706.409 
12.225 

-34.911 

0 

-15.645 
0 

2,522.766 
727.679 

690.764 

Guaranteed  unsubsidized  loans 

727,679 

12,225 

Guaranteed  subsidized  loans 

3.265.356 

718.634 

-34.911 

-15.645 

3.250.445 

702.989 

Explanation  of  Rescission  Proposal 

This  proposal  reflects  the  fact  that  the  subsidy  budget  authority  appropriated  for 
FY  1994  is  in  excess  of  amounts  necessary  to  fund  estimated  loan  levels  included  in 
the  Appropriations  Act  due  to  the  quarterly  reestimate  of  subsidy  rates. 
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FARMERS  HOME  ADMINISTRATION 

Summary  of  Rural  Housing  Programs 

(Dollar  Amount  in  Thousands) 


Progr 


1992  Actual 

Avg.   Number  of 

1/ 

Unit    Obliga- 

Dollar 

Units 

Cost     tions 

Amount 

Rural   Housing   Insurance  Fund: 
Section  503  Single-Family 


Hous  l  no : 


Low-Income  housing: 

Subsidized  

Subsidized  in  lieu  of  credit 

sales 

Unsubsidized  


Unsubsidized  low  or  moderate 

income  loans  for  servicing 

or  assumptions  


Total.  Insured  Section  502. 

Section  S02  Guaranteed  loans: 

Subsidized 

Unsubsidized 


Total .  Guaranteed  Section  502 
Total .  Sect  i  on  502  


Credit  Sales  of  Acquired  Property 
Subsidized,  unsubsidized,  and 
program  ineligible  loans 


Section  515  Rural  Rental  Housing 
Subsidized  loans 


Section  521  Rental  Assistance 

Program 


Renewal /replacement  and  for 
various  servicing  purposes 
(nonadd  new  const  units) 


Section  502(c) (5) (0)  Rental 
Assistance  Program 


In  lieu  of  forgiveness 


Section  514  Farm  Labor 


Housing  Loans  2/ 


Section  504  Very  Low  Income 
Housing  Repair  Loans  


Dire  Emergency  Supplemental 
included  above) 


Section  524  Rural  Housing 


Site  Loans 


21.181  $57,733   27.776  $1,222,850 


428  $31,779 


428    $13,601 


253  $66.569    1.643    $17.348 


21.862  $57,351   29.847  SI. 253, 800 


0      $0       0        $0 
3.828  $56.007    3.844   $214.393 


3.828  $56,007    3.844   $214,393 
25.690  $57.150   33.691  $1.468.193 


5.555  $33,088    5.443   $183,802 


14.787  $38,811 


755   $573,900 


574  $50,056      53    $15,942 


2.467   $4,593    2.859    $11,330 


S371 


1993  Actual 

Avg    Number  of 

1/ 

Unit    Obliga- 

Dollar 

Units 

Cost     tions 

Amount 

21.430  $58,265   28.062  $1,248,615 

0      $0       0        $0 
651  $37,070      651    $24,133 


1.731    $18.559 


22,081     $58,480       30.444  $1,291,308 

0  $0  0  $0 

8.901     $60.649         8.947       $539.839 


8.901     $60,649         8.947       $539,839 
30.982     $59.104       39.391  $1.831.146 


4.646     $34,853         4.600         161.925 


15.350     $37,385 


745   $573,857 


641  $49,022      32    $16,300 

2,627   $4,508    3.041    $11,843 
(186)  $2,759     (188)     ($513) 


1 


$600 


TOTAL,  Rural  Housing 
Insurance  Fund  . . . . 


49.073  $45,922   42,803  $2,253,538  :   54.246  $47,85.   47.810  $2,595,671 
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1992 

Actual 

1993  Actual 

Program 

1/ 
Units 

Avg. 
Unit 
Cost 

Number  of 
Obliga- 
tions 

Dollar 
Amount 

1/ 
Units 

Avg. 
Unit 
Cost 

Number  of 
Obliga- 
tions 

Dollar 
Amount 

Section  521  Rental  Assistance 

17,018 
(12.416) 

23 

2.881 
3.981 

$10,858 
$10,477 

$4,444 
$5,777 

1.872 

1 
16 
10 

40 

7 

3,678 

1 

35 

190 

$319,605 

$241 

$12,791 

$728 

$7,776 
$328 

$12,803 

$500 

$193 
$23,000 

22.032 
(11.586) 

44 

3.670 
(347) 

5,924 

$12,001 
$11,863 

$3,890 
$4,239 

$3,883 

2.045 

5 

15 

(4) 

6 

54 
6 

3,990 
(353) 

93 
198 

Program 

Renewal /replacement  and  for 
various  servicing  purposes, 
(nonadd  new  const  units) 

Section  502(c)(5)(D)  Rental 

$403,457 

Assistance  Proqram 

In  lieu  of  forgiveness  

Section  516  Farm  Labor 

$522 

Housing  Grants 

$15,123 

Dire  Emergency  Supplemental 

($4,784) 

$813 

Section  523  Mutual  and 

Self-Help  Housing 

$16,858 

$1,148 

Section  504  Verv  Low  Income 

Housino  Repair  Grants  

$14,278 

Dire  Emergency  Supplemental 

($1,471) 

Flood  Supp'l  (included  above) 
Self -Help  Land  Development 

Fund 

.. 

Rural  Housing  Voucher  Program  . . . 

Compensation  for  Construction 

Defects  

$306 

Section  533  Rural  Housing 

Preservation  Grants 

$23,000 

Section  525  Supervisory  and  Tech- 



TOTAL,  RURAL  HOUSING 

PROGRAMS  

72.976 

$36,060 

48.653 

$2,631,504 

85.916 

$35,746 

54,222  $3,071,178 

1/     Numbers  in  the  "units"  columns  represent  housing  units  provided  by  FmHA.  Each  housing  unit  is  generally 
capable  of  accomodating  one  family,  although  average  family  size  vanes  among  programs   Numbers  in 
parentheses  reflect  assistance  to  housing  units  which  are  recorded  under  other  programs. 

2/  Farm  labor  grants  are  made  in  conjunction  with  loans  and  the  units  provided  are  shown  under  the  loan 
program.   Average  unit  cost  calculation  based  on  total  amount  of  loan  and  grant  programs. 

3/  Self-help  grants  provide  funds  for  technical  assistance  rather  than  actual  construction.  The  loan  funds 
are  usually  provided  under  the  section  502  program;  therefore,  the  units  assisted  are  recorded  as 
units  financed  by  section  502. 
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FARMERS  HOME  ADMINISTRATION 

Summary  of  Rural  Housing  Programs 

(Dollar  Amount  in  Thousands} 


Program 


Rural  Housing  Insurance  Fund: 
Section  50?  Single-Family 


Housing: 


Low- Income  housing: 

Subs  i  di zed  

Subsidized  in  lieu  of  credit 

sales 

Unsubsi di zed  


Unsubsidized  low  or  moderate 

income  loans  for  servicing 

or  assumptions  


Total.  Insured  Section  502 

Section  502  Guaranteed  loans: 

Subs i di zed 

Unsubsidized 


Total,  Guaranteed  Section  502 
Total .  Section  502  


Credit  Sales  of  Acquired  Property 
Subsidized,  unsubsidized,  and 
program  ineligible  loans 


Section  515  Rural  Rental  Housing 
Subsidized  loans  


Section  521  Rental  Assistance 
Program 


Renewal /replacement  and  for 
various  servicing  purposes, 
(nonadd  new  const  units) 

Section  502(cH5UDl  Rental 

Assistance  Program 


In  lieu  of  forgiveness 


Section  514  Farm  Labor 


Housing  Loans  2/ 


Section  504  Very  Low  Income 
Housing  Repair  Loans  


Dire  Emergency  Supplemental 
i ncl uded  above) 


Section  524  Rural  Housing 


Site  Loans 


1994  Estimate 


Avg. 

Number  of 

1/ 

Unit 

Obliga- 

Dollar 

Units 

Cost 

tions 

Amount 

29.520  $59,282   37.600  $1,750,000 

0      $0       0        $0 
660  $37,879      660    $25,000 


2.270    $25.000 


30.180  $59,642   40,530  $1,800,000 

0      $0       0        $0 
12.050  $62.241   12.120   $750.000 


12.050  $62,241   12,120   $750,000 
42,230  $60,384   52.650  $2.550.000 


3,820  $34,817    3.720   $133,000 


14,000  $38,579 


690   $540,107 


540  $49,994      31    $16,300 

10.860   $4,604   11.730    $50,000 
(3,230)  $4,644   (3,260)   ($15,000) 

-- ~ I $600 


1995  Estimate 

Avg .   Number  of 

1/ 

Unit    Obliga- 

Dollar 

Units 

Cost     tions 

Amount 

23.310  $61,776   31,160  $1,440,000 

0      $0       0        $0 
5,480  $54,745    5,480   $300,000 


5,300    $60.000 


28,790  $62,522   41,940  $1,800,000 

0      $0       0        $0 
20.320  $63.976   20.400  $1.300.000 


20.320  $63,976   20.400  $1,300,000 
49.110  $63.124   62.240  $3.100.000 


4.880  $36,020    4,780   $175,776 


5,270  $41,746 


290   $220,000 


530  $50,721 


31    $16,482 


7.410   $4,723    8.230    $35,000 


_2 $632 


TOTAL,  Rural  Housing 
Insurance  Fund  . - . . 


71,450  $46,046   68,823  $3,290,007  :   67,200  $52,796   75.673  $3,547,890 
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1994 

Estimate 

1995 

Estimate 

Program 

1/ 
Units 

Avg. 
Unit 

Cost 

Number  of 
Obliga- 
tions 

Dollar 

Amount 

1/ 
Units 

Avg. 
Unit 
Cost 

Number   of 
Obliga- 
tions 

Dollar 

Amount 

Section   521   Rental   Assistance 

25.514 
(10.7S9) 

480 

6.502 
(2.069) 

1.250 
5.773 

$12,154 
$12,171 

$4,003 
$4,349 

$20,000 
$3,984 

2.120 

55 

14 

8 

40 
10 

9.244 

(2.105) 

1 
25 

148 

192 

U 

$440,854 

$5,840 

$10,697 

$600 

$12,735 
$2,000 

$34,035 

($9,000) 

$622 
$25,000 

$500 

$23,000 

$4,500 

36.276 
(4.202) 

471 

6.089 

1.215 
5.610 

$12,775 
$12,524 

$4,106 

$20,580 
$4,100 

2.380 

54 

13 

8 

33 
10 

6.619 

1 
24 

144 

187 

2J 

ProqraTT 

Renewal /replacement   and  for 
various  servicing  purposes 
(nonadd  new  const  units) 

Section  50?(cH5HD)  Rental 

$517,106 

Assistance  Prooram 

In  lieu  of  forgiveness   

Section  516  Farm  Labor 

$5,900 

Housinq  6_ran£s 

6rants  £/           

$10,400 

Dire  Emergency  Supplemental 

$600 

Section  523  Mutual   and 

Sel' -Me Id  Housma 

Grants  3./  

$10  750 

$2  000 

Section   5M   Verv  Low   Income 

housinq  ReDair  Grants    ..         ,.,. 

$25,000 

Dire  Emergency  Supplemental 
(included  above) 

Flood  Supp'l    (included  above) 

Self-help  Land  Development 

Fund 

$603 
$25,000 

Rural    housina  Voucher  Program   ... 

Compensation  for  Construction 

Defects    : 

$500 

Section  533  Rural   Housina 

Preservation  6rants 

$23,000 

Section   525  SuDervisorv  and  lech-: 

meal   Assistance  Grants 

$5,500 

TOTAL.   RURAL   HOUSING 

PROGRAMS      

110.969 

$34,696 

80,698  $3,850,390 

116,661 

$35,720 

65.167  $4,174,251 

II 


3' 


Numbers  in  the  "units"  columns  represent  housing  units  provided  by  FmHA.  Each  housing  unit  is  generally 

capable  of  accomodating  one  family,  although  average  family  size  varies  among  programs.  Numbers  in 

parentheses  reflect  assistance  to  housing  units  which  are  recorded  under  other  programs 

Farm  labor  grants  are  made  in  conjunction  with  loans  and  the  units  provided  are  shown  under  the  loan 

program.  Average  unit  cost  calculation  based  on  total  amount  of  loan  and  grant  programs. 

Self-help  grants  provide  funds  for  technical  assistance  rather  than  actual  construction.  The  loan  funds 

are  usually  provided  under  the  section  502  program;  therefore,  the  units  assisted  are  recorded  as 

units  financed  by  section  502. 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Rural  Housing  Insurance  Fund 
Low  Income  Loan  Program-Direct  Loans 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyomi  ng 

Puerto  Rico 

Trust  Territories.. 

Virgin  Islands 

General  Reserve.... 
Designated  Reserves 


37,480,400 

4,522,410 

15,511,620 

27,109,810 

76,689,300 

12,265.500 

7,604,580 

4,578,630 

37,198,020 

48,501,480 

7,530,840 

8,827,470 

36,028,840 

38,859,580 

28,033,790 

18,143,970 

42,774,730 

18,242,650 

28,528,630 

15,996,460 

14,969,440 

41,615.810 

31,288,430 

39,210,790 

34,538.360 

6.614,130 

11,263,200 

2.480,450 

10,501,430 

14,860,830 

14,171,350 

37,211,210 

57,600,790 

5,558.720 

48,909.130 

15.198,660 

18,957,050 

61.156,240 

1,946,620 

32,899.910 

7,524,120 

37,280,920 

35,792,180 

6,829,380 

9,531,850 

39,251,830 

29,963,020 

24,200,510 

32,361,810 

4,435,800 

35,017,520 

6,403,080 

7,334,529 


41,393,000 

8,543,000 
22,522,000 
32,229,000 
70,438,000 
14,212,000 
10,329,000 

3,805,000 
48.383,000 
58,012.000 
10.407.000 
11,882,000 
41,315,000 
41,937,000 
25,317.000 
19,726,000 
44,732,000 
38,209,000 
16,775,000 
17,862,000 
17,008,000 
54,751,000 
30,831,000 
38,753,000 
39,141,000 

9,863,000 
13,435,000 

4,427,000 
11,261,000 
15,144,000 
17,085.000 
55.605,000 
75,020,000 

6,989,000 
60,420,000 
26,948,000 
23,997,000 
72,457,000 

2,407,000 
39,995,000 

9,708.000 

45.198,000 

102.278,000 

6.291.000 

8.154.000 
44,888,000 
28,967,000 
27,104,000 
36,733,000 

5,592,000 
37,122,000 

6,394,000 

3,106,000 

49,000,000 

195,900,000 


48.015,880 

9,909,880 
26,125,520 
37,385,640 
80,729,000 
16,485,920 
11,981,640 

4,413,800 
56,124,280 
67,293,920 
12,072,120 
13,783,120 
47,925,400 
48,646,920 
29,367,720 
22,882,160 
51,889,120 
44,322,440 
19,459,000 
20,719,920 
19,729,280 
63,511.160 
35,763,960 
44,953,480 
45.403,560 
11,441,080 
15,584,600 

5,135,320 
13,062,760 
17,567,040 
19,818,600 
64,501,800 
86,044,200 

8,107,240 
70,087,200 
31,259,680 
27,836,520 
83,071,200 

2,792,120 

46,394,200 

11,261.280 

52.429.680 

117,663,480 

7,297,560 

9,458,640 
52,070,080 
33,601,720 
31,440,640 
42,610,280 

6,486,720 
43,061,520 

7,417,040 

3,602,960 


Total  Avail. /Est. 


1,291,307,809       1,800,000,000         1,800,000,000 
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FARMERS  HOME  ADMINISTRATION 
GE06RAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Rural  Housing  Insurance  Fund 
Low  Income  Loan  Program-Guaranteed  Non-Subsidized  Loans 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut '. 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois , 

Indiana , 

Iowa , 

Kansas , 

Kentucky , 

Louisiana 

Maine , 

Maryland , 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories... 

Virgin  Islands 

General  Reserve 

Total ,  Available  or 
Estimate 


1993 

1S94 

1995 

Amount 

Amount 

Amount 

3,708,490 

16,157.000 

32,960,280 

4,586,150 

3,918,000 

7,992.720 

4,906,380 

9,884,000 

20,163,360 

3,459,150 

13,600.000 

27,744,000 

17,967,100 

33,407.000 

68,050,280 

4,821,860 

6,410,000 

13,076.400 

4,137,550 

4,182,000 

8,531,280 

1,596,020 

1,530,000 

3,121,200 

32,995.770 

19,627,000 

40,039,080 

55.792,050 

24,524,000 

49,928,960 

701,800 

5,303.000 

10,818,120 

1,396,800 

4.950,000 

10,098,000 

12,091,910 

16,320.000 

33,292,800 

13,290,710 

15.023.000 

30,646,920 

10,095,760 

9.638.000 

19,661,520 

1,717,850 

7.831.000 

15,975,240 

8,907,590 

18.254.000 

37,238,160 

7,944,530 

16.309.000 

33,270,360 

9,441.360 

7.251.000 

14,792,040 

29,173,730 

6,667.000 

13,600,680 

2,714,170 

7,477,000 

15,253,080 

13.366.990 

21,462,000 

43,782,480 

32.400.000 

11,759,000 

23,988,360 

1,018,990 

16,528,000 

33,717,120 

10.565,820 

16,147,000 

32,939,880 

1,188,970 

4,273.000 

8,716,920 

4,576,520 

5.297.000 

10,805,880 

1,852,030 

1,893.000 

3,861,720 

5.707.620 

4,789,000 

9,769,560 

2,063.990 

5,845,000 

11,923,800 

2.445.140 

7,460,000 

15,218,400 

1.803.850 

23,534,000 

48,009,360 

22,017,470 

30.026,000 

61,153,040 

836.100 

2,600,000 

5,304,000 

32.175,880 

24,065,000 

49,092,600 

2.114.340 

11.184.000 

22,815,360 

3.394,030 

10.579.000 

21,581.160 

9.354,020 

27,902.000 

56,820,000 

7.031,240 

1.096.000 

2,235,840 

9.060.040 

15.881.000 

32,397,240 

9,747,250 

4,165.000 

8,496,600 

25,380.190 

17.622,000 

35,948,880 

5.440.970 

42,327,000 

86,247,160 

6,636.000 

2,537,000 

5,175,480 

2,163.690 

3,658,000 

7,462,320 

38,440.339 

17,720,000 

36,148,800 

5.295.020 

12,788,000 

26,087,520 

7.849,750 

10,981,000 

22,401,240 

13,307,010 

14,186,000 

28,939,440 

9,880,640 

2,228,000 

4,545,120 

70,000 

15,972,000 

32,582,880 

— 

1,000.000 

2,040,000 

1,207,900 

1,734,000 

3,537,360 

~~ 

112,500,000 

-- 

539,838,529 

750,000,000 

1,300,000,000 
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FARMERS  HOHE  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Rural  Housing  Insurance  Fund 
Rural  Rental  Loan  Program 


Al abama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont , 

Virginia , 

Washington 

West  Virginia , 

Wisconsin , 

Wyoming , 

Puerto  Rico , 

Virgin  Islands...., 
Trust  Territories., 
N/0  Reserves 

Total  Avail. /Est.. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

17,132,490 

12,884,000 

5,282,440 

2,894,830 

2,750,000 

1,127,500 

5,313,120 

7,756,000 

3,179,960 

14,078,470 

10,065,000 

4,126,650 

16,806,860 

20,274,000 

8,312,340 

4,687,550 

3,660,000 

1,500,600 

4,034,030 

2,750,000 

1.127,500 

2,921,950 

2,750,000 

1,127,500 

17,696,790 

12,592,000 

5,162,720 

24,776,250 

16,849,000 

6,908,090 

— 

2,750,000 

1,127,500 

6,442,570 

3,237,000 

1,327,170 

12,018,540 

9,803,000 

4,019,230 

14,221,650 

9,398,000 

3,853,180 

12,720,180 

5,839,000 

2,393.990 

8,195,200 

4,924,000 

2.018,840 

21,215,620 

15,176,000 

6,222,160 

16,182,680 

13,812,000 

5,662,920 

8,151,440 

3,978,000 

1,630,980 

10,398,140 

3,834,000 

1,571,940 

5,824,930 

3,455,000 

1,416,550 

16,958,600 

12,971,000 

5,318,110 

12,226,500 

7,289.000 

2,988,490 

17,269,290 

13.856,000 

5,680,960 

14,943,630 

10,718,000 

4,394,380 

2,649,650 

2,750,000 

1,127,500 

12,876,500 

3,107,000 

1,273,870 

2.133,000 

2,750,000 

1,127,500 

2,859,460 

2,750,000 

1,127,500 

3,679,670 

2,863,000 

1.173,830 

6,161,650 

6,261,000 

2,567,010 

18,769,390 

11,995,000 

4,917,950 

28,606,050 

19.594,000 

8,033,540 

950,600 

2,750,000 

1,127,500 

20,238,020 

15,032,000 

6,163,120 

9,424,020 

8,353,000 

3,424,730 

9,558,110 

6,200,000 

2,542,000 

21,037,530 

16,065.000 

6,586,650 

1,017,000 

2.750,000 

1,127,500 

13,049.850 

11.721,000 

4,805,610 

9,170,400 

2,750,000 

1,127,500 

14,695,750 

12,954,000 

5,311,140 

30,721,050 

33,289,000 

13,648,490 

2,057,731 

2,750,000 

1,127,500 

2,778,940 

2,750,000 

1,127,500 

17,090,330 

11,590,000 

4,751,900 

12,648,430 

7,594,000 

3,113,540 

10,627,600 

8,440,000 

3,460,400 

10,359,070 

8,161,000 

3,346,010 

2,310,000 

2,750,000 

1,127,500 

19,805,170 

21,450,000 

8,794,500 

1,470,820 

2,750,000 

1,127,500 

-- 

2,750,000 

1,127,500 

™™ 

91,818,000 

36,201,510 

b/3, 857,101 

540,107,000 

220,000,000 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Rural  Housing  Insurance  Fund 
Very-Low  Income  Housing  Repair  Loan  Program 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 437,690 

Alaska jj.JfO 

Arizona 88,150 

Arkansas 367,230 

California 197,940 

Colorado 85«??2 

Connecticut >.  ''112. 

Delaware 19,560 

Florida 2^-f?2 

Georgia 374,5/0 

Hawaii 132«84° 

Idaho J&'SfS 

Illinois 390,510 

Indiana 87«855 

Iowa 237,860 

Kansas 7£'!§S 

Kentucky 758.620 

Louisiana 172,1?2 

Maine 210«?J9 

Maryland 117,400 

Massachusetts 50,680 

Michigan 179,330 

Minnesota 181,620 

Mississippi 360,580 

Missouri.. 294,783 

Montana 11,120 

Nebraska 93,850 

Nevada 2.150 

New  Hampshire 64,650 

New  Jersey 69,540 

New  Mexico 124,380 

New  York 302,670 

North  Carolina 417,770 

North  Dakota 33,660 

Ohio 371,290 

Oklahoma 71,010 

Oregon 167,730 

Pennsylvania 637,340 

Rhode  Island 

South  Carolina 296,670 

South  Dakota 36,590 

Tennessee 310,540 

Texas 862,110 

Utah 28.590 

Vermont 47,250 

Virginia 231,781 

Washington 118,700 

West  Virginia 229,240 

Wisconsin 279,190 

Wyoming 33,000 

Puerto  Rico 117,190 

Trust  Territories..  1,781,800 

Virgin  Islands 

General  Reserve.... 
Designated  Reserve. 
Undistributed 


830,000 
229,000 
572,000 
644,000 

1,517,000 

243,000 

114,000 

57,000 

844,000 

1,130,000 
286,000 
215,000 
644,000 
630,000 
372,000 
329,000 
916,000 
844,000 
286,000 
272,000 
229,000 
830,000 
501,000 
858,000 
687,000 
172,000 
200,000 
86,000 
157,000 
200,000 
429,000 
816,000 

1,359,000 
114,000 
944,000 
501,000 
429,000 

1,059,000 

29,000 

801,000 

172,000 

844,000 

2,232.000 

114,000 

129,000 

844,000 

529,000 

515,000 

558,000 

100,000 

973,000 

2,329.000 

86.000 

2.450.000 

1.750.000 

15.000.000 


942,050 
259,915 
649,220 
730,940 

1,721,795 

275,805 

129,390 

64,695 

957,940 

1,282,550 
324,610 
244,025 
730,940 
715.050 
422.220 
373,415 

1.039.660 
957.940 
324.610 
308.720 
259.915 
942.050 
568.635 
973,830 
779,745 
195,220 
227,000 
97,610 
178,195 
227,000 
486,915 
926,160 

1.542,465 
129.390 

1.071,440 
568.635 
486.915 

1,201.965 

74,915 

909,135 

195,220 

957,940 

2.533.320 
129,390 
146,415 
957,940 
600,415 
584.525 
633.330 
113,500 

1,104,355 

2,643,415 
97.610 


Total  Avail. /Est...     11,842,834  a/ 
a/  Includes  amounts  appropriated  by  P.L. 


50,000,000  a/   35,000.000 

103-75,  Supplemental  Appropriations. 
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FARMERS  HONE  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Housing  Insurance  Fund 
Farm  Labor  Housing  Loan  Program 


Arizona 

Arkansas 

California 

Colorado 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Michigan 

Mississippi 

Nevada 

New  Hampshire.. 

New  Jersey 

New  York 

North  Carolina. 

Oregon 

Vermont 

Virginia 

Washington 

Wisconsin 


Total  Avail. /Est. 


1993 
Amount 

1994 
Amount 

1995 
Amount 

286,600 

167,000 

3,763,100 

220,160 

-- 

-- 

8,105,210 

-- 

-- 

205,500 

316,850 

176,350 

41,500 

-- 

-- 

54,539 
282,500 
197,000 
743,540 
1,161,880 
178,640 

-- 

— 

329,990 
69,640 

— 

-- 

16,299,999 

16,300,000  a/ 

16,482,000  a/ 

Minnesota. 


Rural  Housing  Site  Loan  Program 
600,000 


Total  Avail. /Est...  600,000        600,000  a/ 

a/  Cannot  be  distributed  by  geographic  area  in  advance. 


632,000  a/ 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Housing  Credit  Sales 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

California... . 

Colorado 

Connecticut... 

Delaware 

Florida 

Georgia 

Idaho 

Illinois , 

Indiana , 

Iowa , 

Kansas 

Kentucky , 

Louisiana , 

Maine , 

Maryland 

Massachusetts. , 

Michigan , 

Minnesota 

Mississippi..., 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire.. 

New  Jersey 

New  Mexico 

New  York 

North  Carolina. 
North  Dakota... 

Ohio 

Oklahoma 

Oregon 

Pennsylvania... 
Rhode  Island... 
South  Carolina. 
South  Dakota... 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia.. 

Wisconsin 

Wyoming 

Puerto  Rico.... 


8,141,430 
1,220,280 
4,778,810 
4,894,550 
7,174,740 
1,355,340 

634,640 

239,500 
8,192,600 
6,417,550 
1,907,060 
1,872,320 
1,433,920 

737,330 
1,143,550 
1,906,940 
8,798,880 
1,508,850 

454,460 

727,660 
3,665,090 

930,790 

14,330,170 

5,779,140 

787,870 

537,920 

377,570 

407,570 
1,477,290 
2,003,730 

900,110 
7,307,430 

738,830 
2,413,380 
5,800,780 
2,557,280 

528,390 

85,000 

14,250,152 

240,600 

4,084,760 

13,369,780 

1,072,650 

152,240 
4,062,630 

627,610 
2,099,290 
1,402,410 

510,470 
5,884,070 


Total  Avail. /Est. 


161,925,412     133,000,000  a/   175,776,000  a/ 


a/  Cannot  be  distributed  by  geographic  area  in  advance. 
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FARMERS  HOME  ADMINISTRATION 

The  1995  Budget  Estimates  include  language  for  this  item  as  follows  (new  language 
underscored;  deleted  matter  enclosed  in  brackets): 

Rental  Assistance  Program: 

For  rental  assistance  agreements  entered  into  or  renewed  pursuant  to  the 
authority  under  section  521(a)(2)  or  agreements  entered  into  in  lieu  of  debt 
forgiveness  or  payments  for  eligible  households  as  authorized  by  section 
502(c)(5)(D)  of  the  Housing  Act  of  1949,  as  amended,  [$446,694,000] 
$523.008.000:  and  in  addition  such  sums  as  may  be  necessary,  as  authorized 
by  section  521(c)  of  the  Act,  to  liquidate  debt  incurred  prior  to  fiscal 
year  1992  to  carry  out  the  Rental  Assistance  Program  under  section 
521(a)(2)  of  the  Act:  Provided,  That  of  this  amount  not  more  than 
[$5,840,000]  $5.900.000  shall  be  available  for  debt  forgiveness  or  payments 
for  eligible  households  as  authorized  by  section  502(c)(5)(D)  of  the  Act, 
and  not  to  exceed  $10,000  per  project  for  advances  to  nonprofit 
organizations  or  public  agencies  to  cover  direct  costs  (other  than  purchase 
price)  incurred  in  purchasing  projects  pursuant  to  section  502(c)(5)(C)  of 
the  Act:  Provided  further,  That  agreements  entered  into  or  renewed  during 
fiscal  year  [1994]  1995  shall  be  funded  for  a  five-year  period,  although  the 
life  of  any  such  agreement  may  be  extended  to  fully  utilize  amounts 
obligated. 

Rental  Assistance  Program 

Appropriation-  Act,  1994 $446,694,000 

Budget  Estim?  -,  1995 523.008.000 

Increase  in  Appropriation 76,314,000 


PROJECT  STATEMENT 

(On  basis  of  appropriation) 

(In  thousands  of  dollars) 


Project 

1993 
Actual 

1994 
ADProoriated 

Increase 

1995 
Estimated 

Rental  assistance  (sec.  521)... 
Rental  assistance  in  lieu 

of  debt  forgiveness  (sec. 

502(c)(5)(D)! 

$403,458 

522 
6 

$440,854 
5,840 

$76,254  (1) 
60  (2) 

$517,108 
5,900 

Unobligated  balance,  expiring.. 

Total  Appropriation 

403,986 

446,694 

76,314 

523,008 

Staff  years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 

Note:  Under  the  Secretary's  proposed  reorganization  plan,  this  account  will  be  part 
of  the  Rural  Housing  and  Community  Development  Service. 


EXPLANATION  OF  PROGRAM 

The  rental  assistance  program  is  authorized  under  section  521(a)(2)  of  the  Housing 
Act  of  1949,  as  amended.  The  program  is  administered  in  tandem  with  FmHA  section 
515  rural  rental  and  cooperative  housing  programs,  or  the  farm  labor  housing  loan 
and  grant  programs.  Rental  assistance  payments  are  authorized  to  be  made  to  owners 
of  FmHA  financed  rural  rental  or  cooperative  housing  or  domestic  farm  labor  housing 
facilities  in  order  that  low-income  tenants  will  contribute  towards  their  rent  no 
more  than  the  higher  of  (1)  30  percent  of  monthly  adjusted  income,  (2)  10  percent  of 
monthly  income,  or  (3)  designated  housing  payments  from  a  welfare  agency.  Under 
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this  program,  funding  is  provided  for  newly  constructed  units,  renewals  of  existing 
rental  assistance  contracts,  and  for  additional  servicing  assistance  for  existing 
projects. 

Beginning  in  FY  1989,  Congress  has  authorized  and  appropriated  assistance  under 
section  502(c)(5)(D)  for  debt  forgiveness  or  payments  for  eligible  households  to 
subsidize  tenant  rents  in  projects  purchased  by  eligible  nonprofit  organizations  or 
public  agencies  to  prevent  diversion  of  low-income  rental  housing  by  virtue  of 
section  515  loan  prepayment.  The  Agency  has  used  the  subsidy  payment  mechanism  of 
the  rental  assistance  program  to  accomplish  this  mandate. 

JUSTIFICATION  OF  INCREASES 

(1)  An  increase  of  S76.254.000  for  the  section  521  rental  assistance  program 
(S440.854.000  available  in  FY  1994). 

Need  for  Change.  The  increased  level  in  the  section  521  rental  assistance 
program  will  improve  the  housing  conditions  of  very  low-income,  rural 
residents  by  enabling  the  Agency  to  make  available  additional  FmHA-financed 
rental  housing  units  to  tenants  at  affordable  rental  rates.  This  increase  is 
necessary  to  meet  the  demand  for  renewals  of  expiring  contracts  on  existing 
units,  and  to  provide  additional  units  in  existing  projects  where  vacancies 
exist  or  tenants  are  paying  more  than  30  percent  of  their  income  for  rent  and 
who  qualify  for  rental  assistance  but  have  not  been  receiving  such 
assistance.  Due  to  the  increasing  number  of  expiring  rental  assistance 
contracts  each  year,  more  renewal  units  are  needed  to  meet  demand.  The 
anticipated  rental  assistance  contract  renewal  requirements  are  currently 
projected  at  27,600  units  in  FY  1995  and  are  estimated  to  increase  by  3,000  to 
5,000  units  per  year  through  FY  1999,  based  on  past  actual  renewal  data  and 
current  projections.   In  addition,  a  recent  survey  conducted  by  the  Agency 
indicated  that  over  90,000  existing  tenants  are  rent-overburdened  and  need 
rental  assistance,  and  that  there  are  22,800  vacant  units  that  could  use 
rental  assistance  to  attract  eligible  applicants. 

Nature  of  Change.  The  requested  level  will  enable  the  Agency  to  provide 
section  521  rental  assistance  payments  to  an  estimated  40,478  units  (27,600 
units  for  renewals,  4,202  units  for  new  construction,  and  8,676  units  for 
servicing  and  other  purposes).  The  increased  level  requested  allows  the 
Agency  to  satisfy  the  anticipated  rental  assistance  contract  renewal 
requirements  and,  in  addition,  to  provide  assistance  for  the  most  urgent 
servicing  needs  and  provide  an  adequate  coverage  of  new  construction  rental 
assistance  needs. 

Note  that  the  request  for  new  construction  rental  assistance  units  is  greatly 
reduced  from  requests  of  previous  years.  This  is  due  to  the  proposed 
reduction  in  the  section  515  rural  rental  housing  loan  level.  The  request  for 
new  construction  rental  assistance  units  is  based  on  an  approximate  75  percent 
coverage  of  new  units  from  section  515  rural  rental  housing  loans  and  an 
approximate  50  percent  coverage  of  new  units  from  section  514  farm  labor 
housing  loans  and  grants. 

(2)  An  increase  of  $60.000  for  the  section  502(c)(5)(D)  rental  assistance  program 
($5. 840. 000  available  in  FY  1994). 

Need  for  Change.  The  Budget  proposes  to  continue  providing  rental  assistance 
through  the  section  502(c)(5)(D)  rental  assistance  program  in  the  form  of 
monthly  payments  (in  lieu  of  forgiveness  of  debt)  at  basically  the  same  level 
as  in  FY  1994  to  ensure  that  low  and  very  low-income  families  are  not 
adversely  impacted  by  the  sale  (at  market  value)  of  existing  projects  to 
participating  nonprofit  housing  organizations. 

Nature  of  Change.  The  requested  level  will  enable  the  Agency  to  provide 
section  502(c)(5)(D)  rental  assistance  payments  to  an  estimated  471  units. 
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FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Rural  Housing  Insurance  Fund 
Rural  Rental  Assistance  Payments  (Sec.  521) 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

California.... 

Colorado 

Connecticut... 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas , 

Kentucky , 

Louisiana , 

Maine 

Maryland 

Massachusetts.. 

Michigan 

Minnesota , 

Mississippi .... 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire. . 

New  Jersey 

New  Mexico 

New  York 

North  Carolina. 
North  Dakota... 

Ohio 

Oklahoma 

Oregon 

Pennsylvania... 
Rhode  Island... 
South  Carolina. 
South  Dakota... 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico.. .. 
Virgin  Islands. 


10,359,893 
1,744,991 
8,228,961 
8,778,489 

18,671,344 
5,464,728 
2,285,886 
2,975,868 

17,797,348 

10,036,756 
1,204,048 
4,711,934 

10,180,594 
6,782,296 
6,448,536 
4,412,962 

11,801,181 

16,757,412 

22,672,288 
7,552,387 
5,314,368 

11,618,768 
4,077,241 

12,955,880 
3,934,985 
1,340,522 
1,846,887 
2,001,809 
4,720,157 
9,418.966 
4,758,498 
6,527,654 

25,519,301 
2,409,269 

11,106,492 

12,304,650 
6,679,416 
8,687,598 
416,068 
8,046,994 
3,244,634 
7,804,251 

24,158,117 
4,274,904 
2,541,298 
7,626,283 
9,100,791 
6,561,415 
4,800,238 
1,652,766 
8,252,897 
886,418 


Total  Avail. /Est...     403,457,437   440,854,000  a/  517,108,000  a/ 
a/  Cannot  be  distributed  by  geographic  area  in  advance. 
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FARMERS  HOME  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Housing  Insurance  Fund 
Rental  Assistance  (Sec.  502  (c)(5)(D)) 


1993 
Amount 

1994 
Amount 

a/ 

1995 
Amount 

107,612 
58,878 

285,714 
69,756 

~  ™ 

-- 

Total  Avail .Est 

521,960 

5.840,000 

5,900,000  a' 

a/  Cannot  be  distributed  by  geographic  area  in  advance. 
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FARMERS  HOME  ADMINISTRATION 


The  1995  Budget  Estimates  include  appropriation  language  for  this  item  as 
follows  (new  language  underscored;  deleted  matter  enclosed  in  brackets): 

Rural  Housing  Voucher  Program 

For  necessary  expenses  to  operate  a  rural  housing  voucher  program  as 
authorized  by  section  542  of  title  V  of  the  Housing  Act  of  1949,  as 
amended,  $25,000,000,  to  be  administered  by  the  Secretary  of  Agriculture 
.  and  to  remain  available  until  expended:  Provided.  That  voucher  aoreempn{<; 
entered  into  or  renewed  during  fiscal  year  1995  shall  be  funded  fori 
five-year  period,  although  the  life  of  any  such  voucher  agreement  mav  be 
extended  to  fu'lv  utilize  amounts  obligated. 

This  change  in  language  is  for  the  purpose  of  authorizing  that  amounts 
appropriated  under  this  heading  in  fiscal  year  1995  shall  remain  available  until 
expended,  and  to  f-ovide  language  specifically  authorizing  the  extension  of 
five-year  voucher  agreements  to  fully  utilize  amounts  obligated.  Appropriating 
funds  on  an  "avai  able  until  expended"  basis  will  avoid  mandated  expiration  of 
valid  unliquidated  obligated  balances  after  a  five-year  period. 


RURAL  HOUSING  VOUCHER  PROGRAM 

Appropriations*  1,  1994 

Budget  Estimate.  1995 

Change  in  Apprr o~iation 


$25,000 
25.000 


PROJECT  STATEMENT 

(On  basis  of  appropriation) 

(In  thousands  of  dollars) 


P'  .iect 


Rural  housir.,  vouchers, 
appropria'  ion 


1993 
Actual 


1994 

Appropriated 


$25,000 


Increase  or 
Decrease 


1995 
Estimated 


$25,000 


Staff  year.'  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 

Note:  Undf  the  Secretary's  proposed  reorganization  plan,  this  account  will  be  part 
of  .ne  Rural  Housing  and  Community  Development  Service. 

EXPLANATION  OF  PROGRAM 

The  Rur.l  Housing  Voucher  Program  is  authorized  under  section  542  of  title  V  of  the 
Housin-  Act  of  1949,  as  amended.  The  voucher  program  will  improve  the  housing 
conditions  of  very  low-income,  rural  residents  by  providing  a  rural  rental  subsidy 
simi1  r  to  rental  assistance,  targeted  for  areas  where  rural  housing  units  are 
available  but  not  currently  affordable  for  very  low-income  persons.  This  program 
will  provide  housing  assistance  payments  to  individuals  and  families  based  on  the 
difference  between  what  the  family  can  afford  for  rental  housing  (30  percent  of 
the  r  adjusted  monthly  income)  and  the  cost  of  rental  housing  in  the  community,  up 
to  ;he  fair  market  rental  rate  established  by  the  Secretary  for  the  area.  The 
$2'., 000, 000  program  level  will  provide  5-year  voucher  agreements  for  an  estimated 
1.^50  housing  units.  These  vouchers  could  be  used  for  any  available  housing  in  the 
a  ea  that  best  meets  the  tenant's  needs,  and  can  be  used  for,  but  is  not  tied  to, 
F.iiHA-financed  rental  units. 

This  appropriation  account  will  also  continue  to  disburse  funds  for  new  construction 
"•ental  assistance  units  obligated  in  fiscal  year  1984  and  fiscal  year  1985. 

Geographic  Breakdown  of  obligations  of  $25,000,000  for  1994  and  $25,000,000  for  1995 
cannot  be  distributed  by  geographic  area  in  advance. 
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Very  Low-Income  Housing  Repair  Grants 

For  grants  to  the  very  low-income  elderly  for  essential  repairs  to  dwellings 
pursuant  to  section  504  of  the  Housing  Act  of  1949,  as  amended,  $25,000,000 
to  remain  available  until  expended. 

Very  Low-Income  Housing  Repair  Grants 

Appropriation  Act,  1994 $25,000,000 

Budget  Estimate,  1995 25.000.000 

Change  in  Appropriation 0 

PROJECT  STATEMENT 

(On  basis  of  appropriation  and 

on  basis  of  obligations  under  available  funds) 


:   1993 
Project           Actual 

1994 
Appropriated 

Increase  or 
Decrease 

1995 

Estimated 

^lery   low- income  housing     : 

Recovery  of  prior  year     : 
obi  igations :   -318,370 

$48,504,019 
0 

-23,564,019 
0 
0 

-$23,564,019 

0 

23,564,019 

0 

0 

$25,000,000 
0 

Unobligated  balance  avail- 
able, start  of  year :-10,029,640 

Unobligated  balance  avail-  : 

able,  end  of  year :  23,564,019 

Unobligated  balance  with-   : 
drawn :     5,555 

0 
0 
0 

Total  Appropriation :  27.500.000 

25.COO.OOO 

0 

25.000.000 

Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  Rural  Housing  and  Community  Development  Service. 

EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  under  section  504  of  the  Housing  Act  of  1949,  as 
amended.  The  rural  housing  repair  grant  program  is  carried  out  by  making  grants 
to  very  low-income  elderly  owner-occupants  to  make  necessary  repairs  to  improve 
and  modernize  their  dwellings  in  order  to  remove  safety  and  health  hazards. 

The  grants  may  be  made  to  cover  the  cost  of  improvements  or  additions,  such  as 
repairing  roofs,  providing  toilet  facilities,  providing  a  convenient  and  sanitary 
water  supply,  installing  screens,  repairing  or  providing  structural  supports,  or 
making  similar  repairs,  additions,  or  improvements  including  all  preliminary  and 
installation  costs  in  obtaining  central  water  and  sewer  service.  A  grant  can  be 
made  in  combination  with  a  section  504  very  low-income  housing  repair  loan.  The 
Agency  has  determined  that  grants  carry  a  lifetime  assistance  limitation  of  $5,000 
per  recipient;  and  the  maximum  loan  assistance  is  $15,000. 
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FARMERS  HONE  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Very-Low  Income  Housing  Repair  Grant  Program 


1993 
Amount 


1994 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii . 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories.. 

Virgin  Islands 

General  Reserve.... 
Designated  Reserve. 

Carryover 

Undistributed 


345 

45 

168 

428 

340 

103 

42 

43 

311 

420 

20 

81 

563 

296 

261 

229 

482 

955 

166 

145 

128 

373 

271 

470 

486 

75 

139 

26 

62 

96 

103 

398 

545 

164 

416 

208 

162 

683 

14 

276 

129 

479 

746 

61 

98 

321 

194 

230 

310 

13 

394 

716 

26 


,120 
,000 
,800 
,970 
,180 
,760 
,970 
,630 
,630 
,430 
,230 
,830 
,780 
,290 
,480 
,160 
,890 
,100 
,270 
,760 
,650 
,640 
,040 
,090 
,900 
,490 
,070 
,260 
,170 
,130 
,560 
,670 
,290 
,320 
,190 
,320 
,610 
,560 
,290 
,890 
,320 
,640 
,280 
,650 
,060 
,690 
,120 
,140 
,566 
,760 
,210 
,500 
,080 


602 

,000 

122 

,000 

365 

,000 

480 

,000 

1,031 

,000 

179 

,000 

115 

,000 

50 

000 

731 

,000 

788 

000 

165 

000 

158 

000 

566 

000 

523 

000 

351 

000 

286 

000 

637 

000 

559 

000 

222 

000 

215 

000 

208 

000 

680 

000 

423 

,000 

580 

000 

551 

000 

129 

000 

186 

000 

57 

000 

129 

000 

179 

000 

265 

,000 

695 

000 

1,010 

,000 

100 

000 

773 

000 

394 

000 

337 

000 

938 

,000 

29 

,000 

559 

000 

136 

000 

630 

000 

1,530 

000 

79 

000 

100 

000 

609 

000 

394 

000 

387 

000 

480 

000 

72 

000 

566 

000 

600 

000 

50 

000 

1,750 

000 

1,250 

000 

8,504 

019 

15,000 

000 

1995 

Amount 

683 

,270 

138 

,470 

414 

,275 

544 

,800 

1,170 

,185 

203 

,165 

130 

,525 

66 

,750 

829 

,685 

894 

,380 

187 

,275 

179 

,330 

642 

410 

593 

605 

398 

385 

324 

610 

722 

995 

634 

465 

251 

970 

244 

025 

236 

080 

771 

,800 

480 

105 

658 

300 

625 

385 

146 

415 

211 

no 

64 

695 

146 

415 

203 

165 

300 

775 

788 

825 

1,146 

350 

113 

500 

877 

355 

447 

,190 

382 

,495 

1,064 

,630 

42 

,915 

634 

465 

154 

,360 

715 

,050 

1,736 

550 

89 

665 

113 

500 

691 

215 

447 

190 

439 

,245 

544 

,800 

81 

720 

642 

410 

681 

000 

66 

750 

Total  Avail. /Est...        14,278,436  a/ 
a/  Includes  $15,000,000  appropriated  by  P.L. 


48,504,019  a/   25,000,000 
103-75,  Supplemental  Appropriations. 
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Rural  Housing  for  Domestic  Farm  Labor: 

For  financial  assistance  to  eligible  nonprofit  organizations  for  housing  for 
domestic  farm  labor,  pursuant  to  section  516  of  the  Housing  Act  of  1949,  as 
amended  (42  U.S.C.  1486),  $11,000,000,  to  remain  available  until  expended. 


Rural  Housing  for  Domestic  Farm  Labor 


Appropriations  Act,  1994... 

Budget  Estimate,  1995 

No  change  in  Appropriation, 


PROJECT  STATEMENT 

(On  basis  of  adjusted  appropriation 

and  on  basis  of  obligations  under  available  funds) 


$11,000,000 

11.000.000 

0 


Pro.iect 


_ r  r  u.icl  i 

Rural  housing  for  domestic 
farm  labor  grants 

Unobligated  balance 
available,  start  of  year 

Recovery  of  prior  year 
obi igations 

Unobligated  balance 

"lilable,  end  of  year.. 


1993 
Actual 


1991 
Appropriated 


Increase  or 
Decrease 


1955 
Estimated 


ava 


avaiiauic,  cmu  ui 

Total  Appropriation. 


$15,935,713 

-43,293,756 

-45,525 

38.403.568 


11.000.000 


$45,586,568 

-38,403,568 

0 

3.817.000 


$11,000,000 
0 
0 

0 


11.000.000 


11.000.000 


Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 

Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  wil  be  part 

of  Rural  Housing  and  Community  Development  Service. 

EXPLANATION  OF  PROGRAM 

Under  section  516  of  the  Housing  Act  of  1949,  FmHA  is  authorized  to  share  with 
state  or  other  political  subdivisions,  public  or  private  nonprofit  organizations, 
or  nonprofit  organizations  of  farmworkers  the  cost  of  providing  low-rent  housing, 
basic  household  furnishings,  and  related  facilities  to  be  used  by  domestic  farm 
laborers.  Such  housing  may  be  for  year-round  or  seasonal  occupancy,  and  may 
consist  of  family  unit  apartments  or  dormitory-type  units,  constructed  in  an 
economical  manner.  Grant  assistance  may  not  exceed  90  percent  of  the  total 
development  cost.  Applicants  furnish  as  much  of  the  development  cost  as  they  can 
afford  by  using  their  own  resources,  by  borrowing  from  either  private  sources  or 
obtaining  an  insured  loan  under  section  514  of  the  Housing  Act.  The  applicant  must 
agree  to  charge  rents  that  do  not  exceed  amounts  approved  by  the  Secretary, 
maintain  the  housing  in  a  safe  and  sanitary  condition,  and  give  occupancy 
preference  to  domestic  farm  laborers. 

The  obligations  incurred  by  the  applicant  as  a  condition  of  the  grant  continue  for 
50  years  from  the  date  of  the  grant  unless  terminated  sooner  by  Farmers  Home 
Administration.  Grant  obligations  are  secured  by  a  mortgage  on  the  housing  or 
other  security.   In  the  event  of  default,  the  Farmers  Home  Administration  has  the 
option  to  require  repayment  of  the  grant. 
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GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Farm  Labor  Housing  Grants 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Colorado 

Delaware 

Florida 

Hawai  i 

Idaho 

Massachusetts.. 

Minnesota 

New  York 

North  Carolina. 

Oregon 

Texas 

Washington 

Undistributed.. 


907,330 

79,808 

5,787,870 

814,750 
400,000 

1,178,394 
3,034,440 
1,770,135 

1,962,970 


Total  Avail. /Est. 


15,935,697  a/ 


45,586,568  a/b/c/ 


11,000,000 


a/  Includes  $32,500,000  authorized  by  Supplemental  Appropriations, 
b/  Cannot  be  distributed  by  geographic  area  in  advance, 
c/  Includes  carryover  of  $2,085,654. 
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Mutual  and  Self-Help  Housing  Grants: 

For  grants  and  contracts  pursuant  to  section  523(b) f 1 ) { A)  of  the  Housing  Act 
of  1949  (42  U.S.C.  149c),  $12,750,000,  to  remain  available  until  expended  (7 
U.S.C.  2209b). 

Mutual  and  Self-Help  Housing  Grants 

Appropriation  Act,  1994 $12,750,000 

Budget  Estimate,  1995 12.750.000 

Change  in  Appropriation 0 


PROJECT  STATEMENT 

(On  basis  of  adjusted  appropriation  and 

on  basis  of  obligations  under  available  funds) 


1993 
Project           Actual 

1994 
Appropriated 

Increase  or 
Decrease 

1995 
Estimated 

Mutual  and  self-help       : 

housing  grants :$18,006,541 

Recovery  of  prior  year     : 

obligations :   -279,759 

$14,734,665 

0 

-1,984,665 

0 

-$1,984,665 

0 

1,984,665 

0 

$12,750,000 
0 

Unobligated  balance  avail-  : 

able,  start  of  year :  -6,961,447 

Unobligated  balance  avail-  : 

able,  end  of  vear :  1.984.665 

0 

0 

Total  Appropriation :  12.750,000 

12.750.000 

0 

12.750.000 

Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  Rural  Housing  and  Community  Development  Service. 

EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  under  section  523  of  the  Housing  Act  of  1949,  as 
amended.  Grants  are  made  to  local  organizations  to  promote  the  development  of 
mutual  or  self-help  housing  programs  under  which  groups  of  usually  six  to  ten 
families  build  their  own  homes  by  mutually  exchanging  labor.  Funds  may  be  used  to 
pay  the  cost  of  construction  supervisors  who  will  work  with  families  to  guide  them 
in  the  construction  of  their  homes  and  for  administrative  expenses  of  the 
organizations  providing  the  self-help  assistance. 

This  program  also  provides  for  contract  funds  for  training  to  be  provided  to 
members  and  staff  of  self-help  technical  assistance  grant  recipient  organizations 
which  sponsor  and  supervise  self-help  projects. 


7ft-3r>7  n  -  <u  -  1  a. 
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GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Mutual  and  Self -Help  Housing  Grants 


Alabama , 

Arizona , 

Arkansas , 

California...., 

Colorado . 

Delaware , 

Florida , 

Hawaii 

Maine , 

Maryland 

Massachusetts.. 

Michigan 

Minnesota 

Mississippi.... 

New  Mexico 

North  Carolina. 

Ohio 

Oklahoma 

Tennessee 

Texas 

Virginia 

Washington 

Wisconsin 

N/0  Contract... 


Total  Avail. /Est. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

110,800 

— ^ 

320,220 

-- 

.. 

1,198,330 

-- 

-. 

10,399,342 

-- 

— 

27,750 

-- 

-- 

276,621 

-- 

-. 

254,640 

-- 

_. 

375,070 

-- 

_- 

180,000 

— 

__ 

312,880 

-- 

.. 

21,240 

-- 

__ 

208,500 

-- 

.. 

6,250 

-- 

-_ 

328,780 

— 

-_ 

45,400 

-- 

._ 

171,000 

.. 

161,680 

— 

.. 

990,339 

— 

_. 

10,000 

-. 

224,450 

— 

.. 

20,000 

-- 

-. 

1,204,050 

-. 

.. 

1,104,200 

-- 

-_ 

55,000 

-- 

18,006,542 

14,734,666  a/b/ 

12,750,000  a/ 

a/  Cannot  be  distributed  by  geographic  area  in  advance, 
b/  Includes  carryover  of  $1,984,666. 
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Rural  Housing  Preservation  Grants: 

For  grants  for  rural  housing  preservation  as  authorized  by  section  552  of 
the  Housing  and  Urban-Rural  Recovery  Act  of  1983  (Public  Law  98-181), 
$23,000,000. 

Rural  Housing  Preservation  Grants 

Appropriation  Act,  1994 $23,000,000 

Budget  Estimate,  1995 23.000.000 

Change  in  Appropriation 0 


PROJECT  STATEMENT 
(On  basis  of  appropriation) 


— im — 

Appropriated 


1555 
Estimated 


Project 


1993 
Actual 


Change 


Rural  housing  preservation 
grants,  appropriation 


$23.000.000 


$23.000.000 


$23.000.000 


Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  Rural  Housing  and  Community  Development  Service. 


EXPLANATION  OF  PROGRAM 


This  grant  program  is  authorized  under  section  533  of  the  Housing  Act  of  1949,  as 
amended.  Grants  are  made  to  eligible  private  nonprofit  groups,  Indian  tribes,  and 
government  agencies  for  the  rehabilitation  of  single  family  housing  owned  by  low- 
income  and  very  low-income  families  and  the  rehabilitation  of  rental  and 
cooperative  housing  for  low  and  very  low- income  families. 
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GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Rural  Housing  Preservation  Grant  Program 


Alabama , 

Alaska , 

Arizona 

Arkansas , 

California 

Colorado , 

Connecticut , 

Delaware 

Florida , 

Georgia , 

Hawaii , 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina. ... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyomi  ng 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 
N/0  Reserve 


Total  Avail. /Est. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

705,000 

555,380 

555,380 

-- 

190,400 

190,400 

250,000 

374,120 

374,120 

483,000 

455,740 

455,740 

718,310 

816,560 

816,560 

273,000 

229,360 

229,360 

-- 

169,760 

169,760 

200,000 

129,260 

129,260 

542,220 

545,060 

545,060 

530,360 

695,520 

695,520 

158,000 

195,020 

195,020 

304,000 

214,420 

214,420 

596,800 

446,500 

446,500 

468,000 

432,178 

432,178 

390,000 

306,360 

306,360 

283,000 

274,020 

274,020 

835,920 

636,380 

636,380 

561,000 

588,180 

588,180 

258,000 

240,600 

240,600 

360,000 

235,520 

235,520 

343,380 

222,120 

222,120 

570,980 

558,460 

558,460 

462,080 

357,640 

357,640 

662,500 

589,720 

589,720 

553,800 

478,840 

478,840 

270,000 

195,480 

195,480 

380,000 

209,802 

209,802 

128,000 

140,500 

140,500 

179,000 

177,460 

177,460 

290,000 

201,180 

201,180 

251,000 

321,300 

321,300 

540,000 

523,960 

523,960 

893,000 

792,540 

792,540 

288,940 

163,600 

163,600 

811,430 

631,300 

631,300 

390,000 

395,220 

395,220 

376,660 

319,140 

319,140 

729,000 

667,798 

667,798 

114,000 

116,180 

116,180 

600,000 

514,260 

514,260 

266,750 

191,940 

191,940 

972,300 

557,842 

557,842 

1,020,000 

1,276,560 

1,276,560 

200,000 

166,220 

166,220 

168,000 

162,060 

162,060 

691,100 

509,640 

509,640 

328,000 

368,420 

368,420 

386,280 

398,300 

398,300 

471,190 

388,440 

388,440 

258,000 

147,280 

147,280 

988,000 

858,140 

858,140 

500,000 

226,280 

226,280 

-- 

142,040 

142,040 

-- 

2,300,000 

2,300,000 

23,000,000 

23,000,000 

23,000,000 
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Compensation  for  Construction  Defects: 

For  compensation  for  construction  defects  as  authorized  by  section  509(c)  of 
the  Housing  Act  of  1949,  as  amended,  $500,000,  to  remain  available  until 
expended. 

Compensation  for  Construction  Defects 

Appropriation  Act,  1994 $500,000 

Budget  Estimate,  1995 500.000 

Change  in  Appropriation o 


PROJECT  STATEMENT 

(On  basis  of  adjusted  appropriation  and 

on  basis  of  obligations  under  available  funds) 


Proiect 

1993 
Actual 

1994 
Appropriated 

Increase  or 
Decrease 

1995 
Estimated 

Compensation  for 

construction  defects 

Recovery  of  prior  year 

obi igations 

$306,170 

6,749 

-1,163,108 

1.350.189 

$1,850,189 
0 

-1,350,189 
0 

-1,350,189 

0 

1,350,189 

0 

$500,000 

o 

Unobligated  balance  avail- 
able, start  of  year 

Unobligated  balance  avail- 
able, end  of  year 

0 
0 

Total  Appropriation 

500.000 

500.000 

0 

500.000 

Staff -years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  Rural  Housing  and  Community  Development  Service. 


EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  under  section  509(c)  of  the  Housing  Act  of  1949, 
as  amended.  The  Secretary  of  Agriculture  is  authorized  to  make  expenditures  to 
correct  structural  defects,  or  to  pay  claims  of  owners  arising  from  such  defects 
on  newly  constructed  dwellings  purchased  with  FmHA  financial  assistance.  Claims 
will  not  be  paid  until  provisions  under  the  builder's  warranty  have  been  fully 
pursued.  Requests  for  compensation  for  construction  defects  must  be  made  within 
eighteen  months  after  the  date  financial  assistance  was  granted. 
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FAMRERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Compensation  for  Construction  Defects 


Alabama 

Arizona 

Arkansas 

California 

Georgia 

Kentucky 

Louisiana 

Maine 

Massachusetts.. 

Michigan 

Mississippi .... 

Missouri 

New  Hampshire.. 

New  Mexico 

New  York 

North  Carolina. 

Ohio 

Pennsylvania... 

Tennessee 

Virginia 

West  Virginia.. 
Wisconsin 


1993 

1994 

1995 

Amount 

Amount 

Amount 

4,250 

-- 

-- 

11,922 

__ 

__ 

15,534 

-- 

— 

3,965 

-- 

— 

24,011 

— 

— 

12,096 

-- 

-- 

7,555 

— 

-- 

2,840 

-- 

-- 

5,250 

... 

__ 

16,020 

-- 

.. 

9,965 

— 

-- 

850 

.. 

_. 

6,000 

— 

— 

1,584 

— 

— 

2,415 

-. 

_- 

145,312 

-- 

— 

6,840 

-- 

— 

19,477 

-- 

.. 

6,225 

-- 

.- 

4,059 

-- 

— 

Total  Avail. /Est. 


306,170 


1,850,189  a/b/  500,000  a/ 


a/  Cannot  be  distributed  by  geographic  area  in  advance, 
b/  Includes  carryover  of  $1,350,189. 


421 


FARMERS  HOME  ADMINISTRATION 

Supervisory  and  Technical  Assistance  Grants: 

For  grants  pursuant  to  sections  509(g)(6)  and  525  of  the  Housing  Act  of 
1949,  $2,500,000,  to  remain  available  until  expended. 

Supervisory  and  Technical  Assistance  Grants 

Appropriation  Act,  1994 $2,500,000 

Budget  Estimate,  1995 2.500.000 

Change  in  Appropriation 0 


PROJECT  STATEMENT 

(On  basis  of  appropriation  and 

on  basis  of  obligations  under  available  funds) 


1993 

1994 

Increase  or 

1995 

Pro.iect 

Actual 

ADDroDriated 

Decrease 

Estimated 

Supervisory  &  technical 

, 

.:        0 

$4,500,000 

$1,000,000 

$5,500,000 

Unobligated  balance  avail- 

: 

able,  start  of  year 

.: $-2, 500, 000 

-5,000,000 

2,000,000 

-3,000,000 

Unobligated  balance  avail - 

; 

.:  5.000.000 

3.000.000 

-3.000.000 

0 

.:  2.500.000 

2.500.000 

0 

2.500.000 

Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  Rural  Housing  and  Community  Development  Service. 

EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  under  section  509  of  the  Housing  Act  of  1949,  as 
amended.  Grants  are  made  to  public  and  private  nonprofit  organizations  for 
packaging  loan  applications  for  housing  assistance  under  the  various  housing 
programs  of  the  Agency.  The  assistance  is  directed  to  very  low-income  families  in 
underserved  areas  where  at  least  20  percent  of  the  population  is  below  the  poverty 
level  and  at  least  10  percent  or  more  of  the  population  resides  in  substandard 
housing. 


FARMERS  HOME  ADMINISTRATION 
GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 
1993  and  Estimated  1994  and  1995 

Supervisory  Technical  Assistance  Grants 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Total  Avail ./Est.., 


7,500,000  a/b/    2,500,000  a/ 


a/  Cannot  be  distributed  by  geographic  area  in  advance, 
b/  Includes  carryover  of  $5,000,000. 
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FARMERS  HOME  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Self-Help  Housino  TLand  Development  Fundi  Program  Account: 

For  [direct  loans  pursuant  to!  gross  obligations  for  the  principal  amount  of 
direct  loans,  as  authorized  bv  section  523(b)(1)(B)  of  the  Housing  Act  of 
1949,  as  amended  (42  U.S.C.  1490c),  [$622,000]  $603.000. 

For  [an  amount,  for]  the  cost  of  direct  loans,  including  the  cost  of 
modifying  loans,  as  defined  in  section  502  of  the  Congressional  Budget  Act 
of  1974,  of  direct  loans  [$23,000]  $11.000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct 
loan  program,  $14,000. 

Self-Help  Housing  Land  Development  Fund  -  Program  Account 

(On  basis  of  loan  level,  subsidy,  and  administrative  expenses) 

(In  thousands  of  dollars) 


Loan  Lovel 
$622 

Subsidy 

$23 

11 

Administrative 
Expenses 

$14 

$03. 

14 

-19 

-12 

0 

PROJECT  STATEMENT 

Appropriation  Act,  1994 
Budget  Estimate,  1995.. 
Change  in  Appropriation 


(On  basis  of  loan  level,  subsidy,  and  administrative  expenses) 
(In  thousands  of  dollars) 


1993 
Actual 


1994 

impropriated; 


Project 


Decrease 


~~ T555 — 
Estimated 


Self-Help  housing  site  loans: 

Direct  loans :  0  :  $622 

Direct  loans  subsidy 0  :  23 

Administrative  expense :  $21  :  14 


-$»  (1) 

-12  (2) 
0 


$603 
11 
14 


Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  Rural  Housing  and  Community  Development  Service. 

PROJECT  STATEMENT 

(On  basis  of  1994  loan  level  and  subsidy  supportable 

under  1994  Appropriation  Act) 

(In  thousands  of  dollars) 


1994 
Current 

Estimate 


Item  of  Change 


1994 

Appropriated 


Increase 


Self-help  housing  site  loans: 

Direct  loans 

Direct  loan  subsidy 


$622 
23 


$28 
0 


$650 
23 
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EXPLANATION  OF  PROGRAM 

This  revolving  fund  is  authorized  under  Section  523  (b)(1)(B)  of  the  Housing  Act 
of  1949,  as  amended.  The  fund  is  used  for  making  loans  to  public  or  private 
nonprofit  organizations  for  the  acquisition  and  development  of  land  as  building 
sites  to  be  subdivided  and  sold  to  eligible  families,  nonprofit  organizations,  and 
cooperatives. 

JUSTIFICATION  OF  INCREASES 

(1)  A  decrease  of  $19.000  for  self-help  housing  site  loan  program  (1622.000 
available  in  FY  19941. 

Need  for  Change.  The  Budget  proposes  an  decrease  in  the  amount  available 
for  self-help  housing  site  loans  as  there  has  been  little  or  no  demand  for 
this  program  throughout  the  years.  Families  eligible  to  be  assisted  under 
this  program  may  request  assistance  under  other  programs  of  the  Agency. 
Also,  HUD  programs  are  available  providing  affordable  housing  to  low-  and 
very  low- income  families. 

Nature  of  Change.  The  program  level  will  provide  1  loan  in  FY  1995. 

(2)  A  decrease  of  S12.000  for  the  direct  loan  subsidy  ($23.000  available  in  FY 
19941. 

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
direct  loan  obligations  associated  with  the  supportable  FY  1995  loan  level. 


FARMERS  HONE  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Self -Help  Housing  Land  Development  Fund 


Total  Avail. /Est. 


a/  Cannot  be  distributed  by  geographic  area  in  advance. 


1993 
Anount 

1994 
Amount 

1995 
Amount 

— 

-- 

— 

— 

622,000  a/ 

368,000  a/ 

424 

FARMERS  HONE  ADMINISTRATION 
PASSENGER  MOTOR  VEHICLES 


The  1995  Budget  Estimates  propose  the  replacement  of  one  passenger  motor 
vehicle. 

The  passenger  motor  vehicles  of  the  Farmers  Home  Administration  are  used 
primarily  by  the  County  Supervisors  in  the  Pacific  Islands  for  the  performance 
of  their  daily  work.  None  of  the  vehicles  are  used  in  the  contiguous  United 
States  or  Washington,  D.C.  The  vehicles  are  used  in  areas  where  privately- 
owned  vehicles  and  common  carrier  facilities  are  either  non-existent, 
uneconomical,  or  inadequate  due  to  the  nature  of  the  travel  which  requires  a 
high  degree  of  mobility  with  frequent  stops  at  rural  housing  sites  and  farm 
properties.  FmHA  personnel  are  required  to  inspect  and  appraise  homes  and 
farms  on  which  loan  applications  are  pending.  They  also  must  visit  various 
properties  frequently  to  perform  loan  servicing  activities. 

Passenger  motor  vehicles  are  not  assigned  to  one  individual  exclusively  and 
are  at  locations  where  more  than  one  employee  has  a  need  for  them.  This 
allows  several  employees  to  use  a  single  vehicle  and  minimizes  the  number  of 
vehicles  and  maintenance  costs. 

Replacement  of  passenger  motor  vehicles.  Replacement  of  one  passenger  motor 
vehicle  now  in  operation  is  proposed.  This  vehicle  is  located  in  the  Western 
Pacific  and  must  be  replaced  because  of  excessive  rust  and  corrosion.  The 
high  salt  spray  content  and  high  humidity  of  the  air  in  this  region  are  very 
conducive  to  corrosion  and  shorten  the  serviceability  period  of  motor 
vehicles.  In  addition,  roads  are  frequently  unpaved  and  the  rough  terrain 
contributes  to  excessive  wear.  Repair  and  maintenance  of  vehicles  is 
generally  not  available  in  some  of  these  remote  areas.  The  small  size  of 
these  islands  also  precludes  high  mileage  being  accumulated  on  vehicles  before 
requiring  replacement.  When  possible,  sedans  and  other  passenger  motor 
vehicles  are  replaced  by  all -terrain  vehicles. 

Age  and  mileage  data  for  Fanners  Home  Administration  passenger  motor  vehicles 
on  hand  as  of  September  30,  1993,  are  as  follows: 


Age-Year 
Model 


1985 
1986 

1991 


Age  Data 

Number  of 
Vehicles 


1 
1 
1 


Percent 
of  Total 


33 
33 
M 


Lifetime 
Mileage 
(thousands) 

40-50 
30-40 
10-20 


Mileage  Data 

Number  of 
Vehicles 


1 
1 
I 


Percent 
of  Total 


33 
33 

34 


Totals 


100 


100 
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RURAL  DEVELOPMENT  AM  I  MI ISTRAT ION 
ry  of  Program  Level*:  FY  1993  -  FY  1995 
(Dollars  in  Thousands) 


FY  1993 
Actual 


FY  1994 
Current  Estimate 


FY  1995 

President's  Budget 


Muster 


Amount 


Nuster 


Amount 


Number 


Amount 


RURAL  DEVELOPMENT  LOAN  PROGRAMS 

Direct  Water  and  Waste  Ins 

Guar.  Water  and  Waste  Ins 

Direct  Cam.   Facility  Lns 

Guar.  Cobb.  Facility  Lns 

Guar.  Business  (  Industry  Lns 

Guar.  Ml  Disaster  Supp. (Sub) 

Guar.  Ul  (Unsub)  Emer.  Supp 

ROLF- Intermediary  Re I ending  Lns.. 
ROLF- Intermediary  Relend  Em  Supp. 

Alcohol  Fuels  Guar.  Loans 

Rural  Telecommunications  Le 

Direct  Rural  Dev.  La 
Guaranteed  Rural  Dev.  La 
Subtotal  Rurai  Dev.  Loans 

RURAL  DEVELOPMENT  GRANTS 

Water  and  Waste  Grants 

Rural  Business  Enterprise  Grants. 

Solid  Waste  Management  Grants 

Emer  Com*  Water  Asst  Grants 

Emer  Coam  Water  Asst  Gt  Em  Supp.. 

Tech  Asst  I  Planning  Grants 

Tech  Dev.  Demonstration  Grants... 


927 

647,140 

1,173 

834,193 

1,345 

976,853 

5 

1,675 

103 

35,250 

0 

0 

206 

100,000 

455 

225,000 

595 

300,000 

53 

52,346 

74 

75,000 

73 

75,000 

97 

100,000 

237 

249,381 

1,041 

1,116,344 

0 

0 

97 

105,000 

0 

0 

94 

87,402 

46 

50,000 

0 

0 

42 

32,500 

127 

100,000 

155 

125,000 

1 

1,200 

0 

0 

0 

0 

0 

0 

16 

18,610 

0 

0 

0 

0 

0 

0 

120 

15,000 

1.176 

780,840 

1,755 

1,159,193 

2,215 

1,416,853 

249 

241,423 

573 

533,241 

1,114 

1,191,344 

1,425 

1,022,263 

2,328 

1,692,434 

3,329 

2,608,197 

1,325 

423,865 

1,433 

508,037 

1,430 

525,000 

125 

20,750 

251 

42,500 

328 

50,000 

30 

3.000 

29 

3,000 

31 

3,200 

51 

10,000 

50 

10,000 

0 

0 

3 

700 

88 

20,000 

0 

0 

0 

0 

20 

1,500 

125 

5,000 

0 

0 

0 

0 

65 

5,000 

Subtotal  Rural  Dev.  Grants... 


1,534    458,315 


1,871 


585,037 


1,979     588,200 


TOTAL  RURAL  DEVELOPMENT  PROGRAMS. 


2,959       1,480,578 


4,199      2,277,471 


5,308      3,196,397 


OTHER  PROGRAMS 
Fire  Grants 


3,271 


3,500 


3,210 


3,500 


4.491 


5,000 
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PROPOSED  LANGUAGE  CHANGES 
RURAL  DEVELOPMENT  ADMINISTRATION 

The  estimates  Include  proposed  changes  in  the  language  of  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Rural  Development  Insurance  Fund  Program  Account: 

For  gross  obligations  for  the  principal  amount  of  direct  and  guaranteed  loans 
as  authorized  by  7  U.S.C.  1928  and  86  Stat.  661-664,  as  amended,  to  be 
available  from  funds  in  the  Rural  Development  Insurance  Fund,  as  follows:  water 

1  and  sewer  facility  loans,  [$869,443,000,  of  which  $35,250,000  shall  be  for 
guaranteed  loans]  1976,853.000:  community  facility  loans,  {$300,000,000] 
$375.000.000  of  which  $75,000,000  shall  be  for  guaranteed  loans;  and  guaranteed 
industrial  development  loans,  [$249,381,000]  $1.116.344.000:  Provided,  That 
none  of  the  funds  made  available  in  this  Act  may  be  used  to  make  transfers 

2  between  the  above  limitations:  Provided  further.  That  of  the  amounts 
appropriated  above.  $20.000.000  of  direct  water  and  sewer  facility. 
S13. 000.000  of  direct  community  facility,  and  $25.000.000  of  guaranteed 


industrial  development  loan  funds  shall  be  available,  at  least  through 
July  30.  1995.  for  empowerment  zones  and  enterprise  communities, 
bv  title  XIII  of  the  Omnibus  Budget  Reconciliation  Act  of  1993. 


For  the  cost  of  direct  and  guaranteed  loans,  including  the  cost  of  modifying 
loans,  as  defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as 
follows:  direct  water  and  sewer  facility  loans,  [$115,786,000]  $136.466.000: 
direct  community  facility  loans,  [$21,723,000]  Sz8.500.000:  guaranteed 
community  facility  loans,  [$3,803,000]  $3.728.000:  and  guaranteed  industrial 
development  loans,  [$2,319,000]  $10.605.000:  Provided.  That  of  the  amounts 
appropriated  1n  this  paragraph.  $5.410.000  for  direct  water  and  sewer  facility 
loans.  $2.692.000  for  direct  community  facility,  and  $233.000  for  guaranteed 
industrial  development  loans  shall  be  available,  at  least  through  July  30. 
1995.  for  empowerment  zones  and  enterprise  communities,  as  authorized  bv  title 
XIII  of  the  Omnibus  Budget  Reconciliation  Act  of  1993. 


In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct  and 
guaranteed  loan  programs,  [$58,194,000]  $57.327.000. 

The  first  change  eliminates  the  appropriation  language  for  guaranteed  water  and 
sewer  loans. No  program  is  requested  for  guaranteed  water  and  waste  loans. 

The  second  change  Includes  appropriation  language  earmarking  loan  funds  for 
empowerment  zones  and  enterprise  communities. 

The  third  change  Includes  appropriation  language  earmarking  subsidy  for  empowerment 
zones  and  enterprise  communities. 


Rural  Development  Insurance  Fund  Program  Account 

(On  basis  of  loan  level,  subsidy,  and  administrative  expense) 

(In  thousands  of  dollars) 

Loan  Level      Subsidy    Administrative 
Expense 

Appropriations  Act,  FY  1994 $1,418,824      $143,631        $58,194 

Budget  Estimate,  FY  1995 2.468.197       179.299        57.727 

Change  in  Appropriation 1,049,373       35,668         -467 
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EXPLANATION  OF  PROGRAM 

As  required  by  Title  XIII,  section  13201,  of  the  Omnibus  Budget  Reconciliation  Act 
of  1990,  this  account  records  the  subsidy  costs  associated  with  the  direct  loan 
obligations  and  guaranteed  loan  commitments  of  this  account  in  FY  1992  and  beyond. 
Subsidy  amounts  are  obtained  by  estimating  the  difference  between  the  Government's 
cash  disbursements  and  the  net  present  value  of  the  Government's  cash  inflows 
resulting  from  direct  and  guaranteed  loans  made  through  this  account.  For  the 
requested  FY  1995  direct  loans  of  $1,276,853,000  and  guaranteed  loans  of 
$1,191,344,000,  the  associated  lifetime  subsidy  is  estimated  to  be  $164,966,000  and 
$14,333,000,  respectively. 

The  Rural  Development  Act  of  1972  authorized  the  establishment  of  the  Rural 
Development  Insurance  fund  under  section  309A  of  the  Consolidated  Farm  and  Rural 
Development  Act.  This  Act  provided  for  transfer  to  the  Rural  Development  Insurance 
Fund  the  assets  and  liabilities  of  the  Agricultural  Credit  Insurance  Fund  applicable 
to  loans  for  water  systems  and  waste  disposal  facilities.  This  fund  is  used  to 
insure  or  guarantee  loans  for  water  systems  and  waste  disposal  facilities,  community 
facilities  and  industrial  development  in  rural  areas.  A  description  of  each  type  of 
loan  follows: 

Direct  water  and  waste  disposal  loans.  Loans  are  made  to  public  bodies, 
organizations  operated  on  a  not  for  profit  basis  and  Indian  tribes  on  Federal 
and  State  Reservations  and  other  Federally  recognized  Indian  tribes,  for  the 
development  of  storage,  treatment,  purification,  or  distribution  of  water  or 
the  collection,  treatment,  or  disposal  of  waste  in  rural  areas.  A  rural  area 
includes  any  area  in  any  city  or  town  which  has  a  population  of  not  more  than 
10,000  inhabitants. 

Applicants  must  be  unable  to  obtain  sufficient  credit  elsewhere  to  finance 
actual  needs  at  reasonable  rates  and  terms.  RDA  loans  are  repayable  in  not 
more  than  40  years  or  the  useful  life  of  the  facility,  whichever  is  less. 
These  loans  bear  interest  not  in  excess  of  the  current  market  yield  for 
comparable  term  municipal  obligations.  Those  loans,  made  in  areas  where  the 
median  household  income  falls  below  the  higher  of  80  percent  of  the  statewide 
nonmetropolitan  median  household  income  or  the  poverty  level  and  the  project  is 
needed  to  meet  health  or  sanitary  standards,  bear  interest  not  in  excess  of  5 
percent,  the  poverty  line  interest  rate.  The  intermediate  interest  rate,  which 
is  the  poverty  line  rate  plus  one-half  the  difference  between  the  poverty  line 
rate  and  the  market  rate,  with  a  ceiling  of  7  percent,  applies  when  the  loan 
does  not  meet  the  requirements  of  the  poverty  line  rate  and  the  median 
household  income  of  the  service  area  is  not  more  than  100  percent  of  the 
nonmetropolitan  median  household  income  of  the  State. 

Guaranteed  water  and  waste  disposal  loans.  Beginning  in  FY  1990,  guaranteed 
loan  authority  was  made  available  through  the  water  and  waste  disposal  loan 
program.  Eligible  borrowers  and  loan  purposes  are  similar  to  those  under  the 
direct  water  and  waste  disposal  loan  program  with  the  exception  that  loans 
involving  tax-exempt  obligations  and  loans  involving  a  RDA  grant  may  not  be 
guaranteed.  Normally,  the  guarantee  will  not  exceed  80  percent,  however,  in 
extraordinary  circumstances  it  may  be  increased  up  to  a  maximum  of  90  percent. 
The  interest  rate  is  negotiated  between  the  borrower  and  lender  and  may  be  a 
fixed  or  variable  rate. 

Direct  community  facility  loans.  Loans  are  made  to  public  bodies, 
organizations  operated  on  a  not  for  profit  basis  and  Indian  tribes  on  Federal 
and  State  Reservations  and  other  Federally  recognized  Indian  tribes,  to 
construct,  enlarge,  extend,  or  otherwise  improve  community  facilities  which 
provide  essential  services  to  rural  residents.  Such  facilities  include  those 
providing  or  supporting  overall  community  development  such  as  fire  and  rescue 
services,  health  care,  hydroelectric  generation,  and  community,  social  and 
cultural  benefits.  Loans  are  made  for  facilities  which  primarily  serve  rural 
residents  of  open  country  and  rural  towns  and  villages  of  not  more  than  20,000 
population. 

Applicants  must  be  unable  to  obtain  sufficient  credit  elsewhere  to  finance 
actual  needs  at  reasonable  rates  and  terms.  Loans  are  repayable  in  not  more 
than  the  useful  life  of  the  facility  or  40  years,  whichever  is  less.  These 
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loans  bear  interest  not  in  excess  of  the  current  market  yield  for  comparable 
term  municipal  obligations.  Those  loans,  made  in  areas  where  the  median 
household  income  falls  below  the  higher  of  80  percent  of  the  statewide 
nonmetropol itan  median  household  income  or  the  poverty  level  and  the  project  is 
needed  to  meet  health  or  sanitary  standards,  bear  interest  not  in  excess  of  5 
percent  which  is  the  poverty  line  interest  rate.  The  intermediate  interest 
rate,  which  is  the  poverty  line  rate  plus  one-half  the  difference  between  the 
poverty  line  rate  and  the  market  rate,  with  a  ceiling  of  7  percent,  applies 
when  the  loan  does  not  meet  the  requirements  of  the  poverty  line  rate  and  the 
median  household  income  of  the  service  area  is  not  more  than  100  percent  of  the 
nonmetropol itan  median  household  income  of  the  State.  An  additional  2  percent 
is  added  to  the  interest  rate  if  the  projects  are  built  on  prime  farmland, 
unless  the  borrower  is  a  public  body  and  there  are  no  suitable  optional  sites. 

Guaranteed  community  facility  loans.  Beginning  in  FY  1990,  guaranteed  loan 
authority  was  made  available  through  the  community  facilities  loan  program. 
Eligible  borrowers  and  loan  purposes  are  similar  to  those  under  the  direct 
community  facilities  loan  program  with  the  exception  that  loans  involving 
tax-exempt  obligations  and  loans  involving  a  FmHA  grant  may  not  be  guaranteed. 
Normally,  the  guarantee  will  not  exceed  80  percent,  however,  in  extraordinary 
circumstances  it  may  be  increased  up  to  a  maximum  of  90  percent.  The  interest 
rate  is  negotiated  between  the  borrower  and  lender  and  may  be  a  fixed  or 
variable  rate. 

Guaranteed  business  and  industrial  development  loans.  These  guaranteed  loans 
are  made  to  public,  private,  or  cooperative  organizations  organized  for  profit 
or  nonprofit,  to  certain  Indian  tribes  or  tribal  groups,  corporate  entities,  or 
to  individuals  for  the  purpose  of  improving  the  economic  climate  in  rural 
areas.  Such  purposes  include  financing  business  and  industrial  acquisition, 
construction,  conversion,  enlargement,  repair  or  modernization;  financing  the 
purchase  and  development  of  land,  easements,  rights-of-way,  buildings, 
equipment,  facilities,  machinery,  supplies  and  materials;  and  paying  start-up 
costs  and  supplying  working  capital.  Industrial  development  loans  may  be  made 
in  any  area  that  is  not  within  the  outer  boundary  of  any  city  having  a 
population  of  50,000  or  more  and  its  immediately  adjacent  urbanized  and 
urbanizing  areas  with  a  population  density  of  more  than  100  persons  per  square 
mile.  Special  consideration  for  such  loans  is  given  to  rurai  areas  and  cities 
having  a  population  of  25,000  or  less.  To  obtain  a  loan,  a  borrower  must  have 
the  legal  capacity  necessary  for  constructing,  operating,  and  maintaining  the 
proposed  facility  and  for  obtaining,  securing,  and  repaying  the  loan.  A 
borrower  must  be  financially  sound  and  so  organized  and  managed  that  efficient 
service  will  be  provided.  Loans  may  be  guaranteed  by  FmHA  not  to  exceed  90 
percent  of  the  loss.  Guaranteed  loans  may  be  made  with  maturities  of  7,  15  or 
30  years,  depending  on  the  collateral,  and  bear  interest  at  a  rate  agreed  upon 
by  the  lender  and  borrower. 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 

The  Administration  recognizes  the  need  to  continue  financial  assistance  by  providing 
direct  water  and  waste  loans  to  low-income  communities  to  aid  their  efforts  in 
meeting  Federal  water  quality  and  drinking  water  standards.  Improved  water  and 
waste  disposal  services  in  rural  areas  are  essential  elements  in  our  Nation's 
efforts  to  sustain  and  revitalize  rural  communities.  This  program  provides  needed 
financial  assistance  to  the  poorest  rural  communities  to  improve  their  health  and 
economic  conditions.  The  development  of  water  and  waste  disposal  systems  is 
necessary  if  the  basic  quality  of  life  in  rural  areas  is  to  be  stabilized  and 
improved. 

The  1990  Environmental  Protection  Agency  (EPA)  Needs  Survey  indicates  that  rural 
areas  with  a  population  of  less  than  10,000  need  $14.2  billion  to  bring  their 
wastewater  treatment  facilities  into  compliance  with  the  Clean  Water  Act.  The 
survey  also  shows  that  total  backlog  and  future  needs  to  the  year  2010  are  estimated 
to  be  $42.2   billion.  EPA'S  Office  of  Drinking  Water  issued  a  report,  entitled 
"The  National  Compliance  Report",  which  shows  that  72  percent  of  community  water 
systems  in  significant  noncompliance  with  the  Safe  Drinking  Water  Act  were  very 
small  systems.  Many  of  the  rural  communities  that  are  included  in  these  statistics 
will  need  the  assistance  of  water  and  waste  disposal  loans  to  bring  their  water  or 
sewer  systems  into  compliance  at  a  cost  the  residents  can  afford. 
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The  Food,  Agriculture,  Conservation  and  Trade  Act  of  1990,  amended  the  Consolidated 
Farm  and  Rural  Development  Act  to  give  rural  businesses  the  same  eligibility  status 
as  rural  residents.  Rural  communities  can  now  receive  financial  assistance  to  make 
needed  improvements  to  their  water  and  waste  disposal  facilities  to  meet  the  needs 
of  rural  businesses.  Constructing  or  improving  water  and  waste  disposal  facilities 
to  the  meet  the  demands  of  rural  businesses  increased  the  already  heavy  demand  for 
water  and  waste  loans  and  grants. 

The  1995  Budget  Request  reflects  the  Administration's  continuing  concern  for  rural 
development  through  continued  funding  for  direct  community  facility  loans.  Priority 
will  be  given  to  low  income  rural  communities  that  have  the  greatest  need  for  public 
safety  and  health  care  services  in  accordance  with  the  priority  system  set  up  in 
FmHA  regulations. 

As  a  major  step  in  helping  the  Administration's  goal  of  providing  safe  drinking 
water  and  adequate  waste  disposal  services  at  reasonable  user  rates  and  providing 
essential  community  facilities  for  all  rural  areas,  the  poverty  interest  rate  on  the 
Rural  Development  Administration's  Water  and  Waste  Disposal  and  Community  Facilities 
Direct  Loans  will  be  lowered  to  4.5  percent.  Lowering  of  the  poverty  interest  rate 
is  less  expensive  than  using  grant  funds  to  accomplish  the  same  objectives,  based  on 
the  current  market  interest  rates  and  other  assumptions  used  in  calculating  the  loan 
subsidy  cost.  It  will  also  permit  better  utilization  of  the  available  Water  and 
Waste  Grant  funds  to  assist  more  low  income  rural  communities.  Present  law  mandates 
that  applicants  have  the  option  of  the  rate  in  effect  at  the  time  of  loan  approval 
or  loan  closing.  Therefore,  loans  approved  in  prior  years  would  have  the  option  of 
the  interest  rate  in  effect  at  closing  which  could  be  significantly  less. 

The  guaranteed  business  and  industry  loan  program  improves  the  economic  and 
development  climate  and  creates  jobs  in  rural  areas  by  bolstering  the  existing 
private  credit  structure  through  loan  guarantees. 

The  President's  Pacific  Northwest  Economic  Recovery  Initiative  provides  for  economic 
adjustment  assistance  to  workers,  families,  businesses,  and  communities  affected  by 
the  President's  Forest  Plan  for  the  Pacific  Northwest  and  northern  California. 
Funds  will  be  made  available  through  a  combination  of  State  allocations  and  an 
additional  National  Office  reserve  of  $23.5  million  for  guaranteed  business  and 
industry  loans,  $15.8  million  for  direct  and  $11.2  million  for  guaranteed  community 
facility  loans  and  $11  million  for  direct  water  and  waste  loans. 

The  Initiative  for  Rural  Empowerment  Zones  and  Enterprise  Communities  will  provide 
for  self-sustaining,  long-term  economic  development  in  areas  of  pervasive  poverty, 
unemployment  and  general  distress.  This  initiative  creates  empowerment  zones  and 
enterprise  communities  to  demonstrate  how  innovative,  comprehensive,  strategic 
alliances  between  private,  public  and  nonprofit  entities  can  develop  the 
capabilities  for  achieving  economic  self-sufficiency  for  the  community  and  its 
residents.  The  budget  requests  an  earmark  of  $25  million  for  the  Guaranteed 
Business  and  Industry  Loans,  $13  million  for  Direct  Community  Facility  Loans,  and 
$20  million  for  Direct  Water  and  Waste  Disposal  Loans.  The  unobligated  funds  will 
revert  to  the  National  Office  Reserve  in  July. 

(1)  An  increase  of  $142.660.000  for  direct  water  and  waste  loans  ($834.193.000 
available  in  FY  19941. 

Need  for  Change.  The  1995  Budget  Request  reflects  the  Administration's 
continuing  concern  for  rural  development  by  proposing  increased  funding  for 
direct  water  and  waste  disposal  loans.  This  will  provide  increased  assistance 
to  rural  communities  to  comply  with  Federal  clean  water  environmental 
standards.  These  communities  are  unable  to  meet  these  expensive  standards 
without  Federal  assistance.  As  of  January  10,  1994,  there  were  1,563 
applications  and  preapplications  on  hand  totaling  over  $1,784  million. 

Nature  of  Change.  This  program  level  will  provide  support  for  1,345  water  and 
waste  systems. 

(2)  A  decrease  of  $35.250.000  for  guaranteed  water  and  waste  loans  ($35.250.000 
available  in  FY  1994). 
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Need  for  Change.  No  program  is  requested  for  guaranteed  water  and  waste  loans 
because  alternative  financing  is  available  through  tax-exempt  bond  issues. 

(3)  An  increase  of  S75.000.000  for  direct  community  facility  loans  (S225.000.000 
available  in  FY  19941. 

Need  for  Change.  The  direct  community  facility  loan  level  is  increased  to  meet 
the  continuing  demand  for  construction  of  rural  health  care  clinics,  fire 
stations  and  equipment,  and  other  vital  facilities.  As  of  January  10,  1994, 
there  are  255  applications  and  preapplications  on  hand  totaling  over  $239 
million. 

Nature  of  Change.  This  program  level  will  provide  funds  for  595  community 
facilities. 

(4)  An  increase  of  S866.963.000  for  guaranteed  business  and  industry  loans. 
(S249.381.000  available  in  FY  1994). 

Need  for  Change.  The  guaranteed  loan  program  is  increased  to  assist  rural 
businesses  in  securing  start-up  capital  and  financing  for  expansion,  creating 
jobs  and  helping  diversify  the  rural  economy.  This  investment  will  provide 
increased  employment  opportunities  for  rural  communities  and  upgrade  community 
infrastructure  to  improve  the  quality  of  life  for  rural  residents. 

Nature  of  Change.  This  program  level  will  provide  1,041  loans. 

(5)  An  increase  of  S27.457.000  for  direct  loan  subsidy  (S137.509.000  available  in 
FY  19941. 

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
direct  loan  obligations  associated  with  the  requested  FY  1995  loan  levels,  as 
required  under  the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of 
1990.  The  increase  is  attributed  to  the  increased  program  level  as  well  as  an 
increased  percentage  of  direct  water  and  waste  loans  and  community  facility 
loans  made  at  the  poverty  level.  Also  impacting  this  increase  is  a  change  in 
loan  interest  rates.  The  change  provides  for  a  market  rate  based  on  current 
market  yield  for  comparable  term  municipal  obligations,  a  poverty  rate  of  4.5 
percent,  and  an  intermediate  rate  one-half  the  difference  between  market  rate 
and  poverty  rate. 

(6)  An  increase  of  S8.211 .000  in  the  guaranteed  loan  subsidy  (S6. 122.000  available 
in  FY  19941. 

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
guaranteed  loan  obligations  associated  with  the  requested  FY  1995  loan  levels, 
as  required  under  the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of 
1990.  The  increase  is  attributed  to  the  increased  program  level. 

(7)  A  decrease  of  S467.000  in  administrative  expenses. 

Need  for  Change.  Justification  for  administrative  expenses  in  the  amount  of 
$57,327,000  and  the  associated  staff-years  are  reflected  in  the  Salaries  and 
Expenses  Project  Statement.  The  balance  of  $400,000  will  be  retained  by  the 
program  account  for  obligation  of  program-related,  nonrecoverable  cost  such  as 
environmental  assessments,  analysis  and  audits. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Hater  and  Waste  Disposal  Loan  Program  -  Direct 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

Cal ifornia 

Colorado 

Connecticut »-. 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyomi  ng 

Puerto  Rico 

Trust  Territories.. 

Virgin  Islands 

Natl.  Ofc.  Reserve 


13,825,000 

1,450,000 

1,616,000 

23,040,417 

10,902,000 

5,528,000 

2,514,000 

17,357,083 

12,296,000 

11,622,000 

3,765,000 
16,388,000 
10,885,000 
19,031,000 

3,912,000 
12,552,917 
16,827,000 
14,527,000 

7,085,000 
20,564,000 
12.565,000 
16,308,000 
15,328,299 

5,641,000 
628,000 

3,468,000 
400,000 

8,878,000 
12,545,000 

1,242,000 

9,104,583 

16,301,250 

708,000 

8,950,833 
12,099,000 

6,941,000 

11,325,417 

250,000 

17,145,000 

3,695,000 
17,736,000 
22,457,917 

1,683,000 
36,062,500 
19,353,000 

5,831,000 
75,509,863 

2,909,000 
47,287,917 
16,194,875 
12,903,750 


21,232,000 

2,064,000 

7,000,000 

16,106,000 

22,494,000 

6,817,000 

5,586,000 

1,777,000 

19,911,000 

27,842,000 

1,583,000 

6,155,000 

21,952,000 

20,341,000 

12,972,000 

9,000,000 

25,309,000 

17,643,000 

7,823,000 

7,849,000 

6,838,000 

29.806,000 

15,595,000 

22,728,000 

20,181,000 

5,628,000 

5,497,000 

1,699,000 

5,358,000 

5,536,000 

7,011,000 

25,507,000 

34,414,000 

3,724,000 

30,196,000 

13,766,000 

10,586,000 

35,735,000 

1,307,000 

17,835,000 

4,446,000 

23,408,000 

36,984,000 

2,973,000 

4,231,000 

20,930,000 

12,664,000 

16,405,000 

17,828,000 

2,418,000 

36,984,000 

600,000 

600,000 

93,319,000 


24,841,440 

2,414,880 

8,190,000 

18,844,020 

26,317,980 

7,975,890 

6,535,620 

2,079,090 

23,295,870 

32,575,140 

1,852,110 

7,201,350 

25,683,840 

23,798,970 

15,177,240 

10,530,000 

29,611,530 

20,642,310 

9,152,910 

9,183,330 

8,000,460 

34,873,020 

18,246,150 

26,591,760 

23,611,770 

6,584,760 

6,431,490 

1,987,830 

6,268,860 

6,477,120 

8,202,870 

29,843,190 

40,264,380 

4,357,080 

35,329,320 

16,106,220 

12,385,620 

41,809,950 

1,529,190 

20,866,950 

5,201,820 

27,387,360 

43,271,280 

3,478,410 

4,950,270 

24,488,100 

14,816,880 

19,193,850 

20,858,760 

2,829,060 

43,271,280 

702,000 

702,000 

110,030,420 


Total  Avail. /Est. 


647,139,620 


834,193,000 


976,853,000 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Development  Insurance  Fund 
Water  and  Waste  Disposal  Loan  Program  -  Guaranteed 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Colorado , 

Florida 

Mississippi 

Oregon 

Pennsylvania 

Vermont 

Wyoming 

Puerto  Rico 

Trust  Territories. 


34,000 
383,628 
378,713 

25,000 
205,703 
205,703 

34,000 
383,628 

25,000 


Total  Avail. /Est...         1,675,376  35,250,000  a/ 

a/  Cannot  be  distributed  by  geographic  area  in  advance. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Development  Insurance  Fund 
Community  Facility  Loan  Program  -  Direct 


Alabama 

Alaska 

Arizona 

Arkansas 

California......... 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyomi  ng 

Puerto  Rico 

Virgin  Islands 

Trust  Territories.. 
Natl.  Ofc.  Reserve 


Total  Avail. /Est.. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

265,000 

5.383,000 

7,159,390 

290,000 

1,054,000 

1,401,820 

900,000 

1,775,000 

2,360,750 

924,000 

4,083,000 

5,430,390 

833,000 

5,703,000 

7,584,990 

830,000 

1,728,000 

2,298,240 

738,000 

1,416,000 

1,883,280 

— 

1,056,000 

1,404,480 

2,640,000 

5,048,000 

6,713,840 

1,879,000 

7,059,000 

9,388,470 

— 

184,000 

244,720 

573,000 

1,004,000 

1,335,320 

1,226,000 

5,566,000 

7,402,780 

3,570,000 

5,157,000 

6,858,810 

1,551,000 

3,289,000 

4,374,370 

553,000 

2,282,000 

3,035,060 

3,545,000 

6,417,000 

8,534,610 

3,055,851 

4,473,000 

5,949,090 

4,262,846 

1,983,000 

2,637,390 

2,470,000 

1,990,000 

2,646,700 

3,014,000 

1,734,000 

2,306,220 

2,765,000 

7,557,000 

10,050,810 

4,057,549 

3,954,000 

5,258,820 

3,668,371 

5,762,000 

7,663,460 

2,757,000 

5,117,000 

6,805,610 

-- 

1,427,000 

1,897,910 

707,000 

1,394,000 

1,854,020 

1,525,000 

1,019,000 

1,355,270 

1,306,000 

1,358,000 

1,806,140 

1,370,000 

1,403,000 

1,865,990 

-- 

1,777,000 

2,363,410 

1,449,000 

6,467,000 

8,601,110 

2,799,000 

8,725,000 

11,604,250 

-- 

1,474,000 

1,960,420 

2,676,064 

3,490,000 

4,641,700 

2,587,000 

3,490.000 

4,641,700 

570,000 

2,684,000 

3,569,720 

2,499,000 

9,060,000 

12,049,800 

1,349,000 

1,004,000 

1,335,320 

2,033,000 

4,522,000 

6,014,260 

720,000 

1,127,000 

1,498,910 

2,960,000 

5,935,000 

7,893,550 

3,387,234 

9,377,000 

12,471,410 

3,726,000 

1,284,000 

1,707,720 

475.000 

1,073,000 

1,427,090 

3.180,000 

5,306,000 

7,056,980 

200,000 

3,211,000 

4,270,630 

3,786.668 

4,159,000 

5,531,470 

738,000 

4,520,000 

6,011,600 

3,000,000 

790,000 

1,050,700 

3,668,417 

9,377,000 

12,471,410 

3,752,000 

1,004,000 

1,335,320 

3.169,000 

1,004,000 

1,335,320 

-- 

36,765,000 

49,647,450 

100.000.000 

225,000,000 

300,000,000 

438 


RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Development  Insurance  Fund 
Community  Facility  Loan  Program  -  Guaranteed 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa , 

Kansas , 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carol ina.. . . 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina... . 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 
Natl.  Of c. Reserve 


Total  Avail. /Est. 


1993 

1994 

1995 

Amount 

Amount 

Amount 

_  _ 

1,039,000 

1,039,000 

400,000 

700,000 

700,000 

-- 

700,000 

700,000 

-- 

1,035,000 

1,035,000 

-- 

1,446,000 

1,446,000 

-- 

700,000 

700,000 

-- 

700,000 

700,000 

-- 

700,000 

700,000 

630,000 

1,280,000 

1,280,000 

1,637,000 

1,789,000 

1,789,000 

-- 

700,000 

700,000 

-- 

700,000 

700,000 

1,893,401 

1,411,000 

1,411,000 

-- 

1,307,000 

1,307,000 

1,013,000 

834,000 

834,000 

80,000 

700,000 

700,000 

3,000,000 

1,626,000 

1,626,000 

972,000 

1,134,000 

1,134,000 

764,000 

700,000 

700,000 

-- 

700,000 

700,000 

885,000 

700,000 

700,000 

-- 

1,914,000 

1,914,000 

2,860,000 

1,002,000 

1,002,000 

972,000 

1,461,000 

1,461,000 

1,525,000 

1,297,000 

1,297,000 

735,000 

700,000 

700,000 

430,000 

700,000 

700,000 

-- 

700,000 

700,000 

-- 

700,000 

700,000 

-- 

700,000 

700,000 

89,000 

700,000 

700,000 

2,020,000 

1,639,000 

1,639,000 

3,076,142 

2,212,000 

2,212,000 

675,000 

700,000 

700,000 

1,640,000 

1,940,000 

1,940,000 

125,000 

885,000 

885,000 

-- 

700,000 

700,000 

3,241,117 

2,296,000 

2,296,000 

403,000 

700,000 

700,000 

497,000 

1,146,000 

1,146,000 

210,000 

700,000 

700,000 

-- 

1,504,000 

1,504,000 

214,000 

2,377,000 

2,377,000 

-- 

700,000 

700,000 

715,000 

700,000 

700,000 

845,000 

1,345,000 

1,345,000 

707,000 

814,000 

814,000 

3,027,919 

1,054,000 

1,054,000 

1,900,000 

1,146,000 

1,146,000 

3,443,147 

700,000 

700,000 

3,764,000 

2,377,000 

2,377,000 

1,107,000 

700,000 

700,000 

6,849,944 

700,000 

700,000 

■" 

17,490,000 

17,490,000 

52,345,670 

75,000,000 

75,000,000 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Development  Insurance  Fund 
Business  and  Industrial  Development  Loan  Program  - 


Guaranteed 


Alabama 

Alaska 

Arizona 

Arkansas 

Cal ifornia 

Colorado 

Connecticut 

Delaware '. 

Florida 

Georgia 

Hawai i 

Idaho 

Ill inois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carol ina. . . . 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carol ina. . . . 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 

Virgin  Islands 

Reserve 

Undistributed 


1993 
Amount 


1994 
Amount 


1995 
Amount 


1,500,000 

5,465,000 

24,483,000 

-- 

531,000 

2,379,000 

-- 

1,802,000 

8,073,000 

-- 

4,145,000 

18,570,000 

3,765,800 

5,790,000 

25,939,000 

250,000 

1,755,000 

7,862,000 

.. 

1,438,000 

6,442,000 

-- 

500,000 

2,240,000 

79,865,200 

5,125,000 

22,960,000 

8,480,000 

7,166,000 

32,104,000 

650,000 

500,000 

2,240,000 

--• 

1,584,000 

7,096,000 

821,000 

5,650,000 

25,312,000 

2,630,000 

5,236,000 

23,457,000 

7,450,700 

3,339,000 

14,959,000 

1,991,000 

2,316,000 

10,376,000 

3,425,000 

6,514,000 

29,183,000 

5,350,500 

4,541,000 

20,344,000 

9,716,350 

2,013,000 

9,018,000 

2,020,000 

9,050,000 

-- 

1,760,000 

7,885,000 

3,297,000 

7,672,000 

34,371,000 

4,386,000 

4,014,000 

17,983,000 

2,400,000 

5,850,000 

26,208,000 

7,060,000 

5,194,000 

23,269,000 

775,000 

1,449,000 

6,492,000 

243,000 

1,415,000 

6,339,000 

500,000 

2,240,000 

675,000 

1,379,000 

6,178,000 

280,000 

1,425,000 

6,384,000 

-- 

1,805,000 

8,086,000 

2,690,000 

6,565,000 

29,411,000 

6,318,500 

8,858,000 

39,684,000 

5,085,000 

959,000 

4,296,000 

6,020,000 

7,772,000 

34,819,000 

900,000 

3,543,000 

15,873,000 

2,725,000 

12,208,000 

1,760,000 

9,198,000 

41,207,000 

500,000 

2,240,000 

4,191,850 

4,591,000 

20,568,000 

721,000 

1,144,000 

5,125,000 

3,300,000 

6,025,000 

26,992,000 

4,674,000 

9,517,000 

42,636,000 

765,000 

3,427,000 

550,000 

1,089,000 

4,879,000 

750,000 

5,387,000 

24,134,000 

.- 

3,260,000 

14,605,000 

2,630,000 

4,223,000 

18,919,000 

2,000,000 

4,589,000 

20,559,000 

622,000 

2,787,000 

800,000 

9,519,000 

42,645,000 

-- 

500,000 

2,240,000 

500,000 

2,240,000 

57,637,000 

257,319,000 

155,000,000  a/ 

0 

Total  Avail. /Est...     187,401,900  b/     404,381,000 

a/  Authorized  155,000,000  by  the  Emergency  Supplemental 

Appropriation  Act  of  1993.  P.  L.  103-50,  dated  July  2,  1993. 
b/  Include  funds  authorized  by  Emergency  Disaster  Appropriation  Act 


1,116,335,000 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  changes  in  the  language  of  this  item  as 
follows  (new  language  underscored:  deleted  matter  enclosed  in  brackets): 

Rural  Development  Loan  Funo  Program  Account: 

For  the  cost  of  direct  loans  [$56,000,000]  $65.313.000.  as  authorized  by  the 
Rural  Development  Loan  Fund  (42  U.S.C.  9812(a)):  Provided.  That  such  costs, 
including  the  cost  of  modifying  such  loans,  shall  be  as  defined  in  section  502 
of  the  Congressional  Budget  Act  of  1974:  Provided  further.  That  these  funds 
are  available  to  subsidize  gross  obligations  for  the  principal  amount  of 
direct  loans  of  not  to  exceed  [$100,000,000]  $125.000.000:  Provided  further. 
That  at  least  through  July  30.  1995.  of  these  amounts!  $7.837.000  shall  be 
available  for  the  cost  of  direct  loans  for  empowerment  zones  and  enterprise  • 
communities,  as  authorized  by  title  XIII  of  the  Omnibus  Budget  Reconciliation 
Act,  to  subsidize  gross  obligations  for  the  principal  amount  of  direct  loans. 
$15.000.000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct  loan 
programs.  [$1,481,000]  $2.177.000. 

The  change  includes  appropriation  language  earmarking  funds  for  empowerment  zones 
and  enterprise  communities. 

RURAL  DEVELOPMENT  LOAN  FUND  PROGRAM  ACCOUNT 
(On  basis  of  loan  level,  subsidy,  and  administrative  expenses) 


Loan  Level    Subsidy 


Appropriations  Act.  1994 $100,000,000   $56,000,000 

Budget  Estimate.  1995 125.000.000   65.313.000 

Increase  in  Appropriation 25^000^000    9T3T3T0W 


Administrative 
Expenses 

$1,481,000 

2.177.000 

696  000 


SUMMARY  OF  INCREASES 
(On  basis  of  loan  level,  subsidy,  and  administrative  expenses) 
(In  thousands  of  dollars) 


— mr~ 

Estimated 


— mr~ 

Estimated 


Item  of  Change 


Total : 

Direct  loans 

Direct  loan  subsidy 

Administrative  expenses. 


Program 

Changes 


$100,000 

56.000 

1.481 


$25,000 

9.313 

696 


$125,000 

65.313 

2.177 


Staff -years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
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EXPLANATION  OF  PROGRAM 

A5  Tn9nireu-by  Title  xni-  section  13201.  of  the  Omnibus  Budqet  Reconciliation  Act 
of  1990.  this  account  records  the  subsidy  costs  associated  with  the  direct  loan 
obligations  of  this  program  in  FY  1992  and  beyond.  Subsidy  amounts  are  obtained  by 
estimating  the  net  present  value  of  the  Government's  cash  flows  resulting  from 
direct  loans  made  through  this  account.  For  the  requested  FY  1995  loan  level  of 
$125,000,000.  the  associated  lifetime  subsidy  is  estimated  to  be  $65  313  000 
Corresponding  administrative  expenses  and  staff -years  are  justified  in  the  Salaries 
and  Expenses  Project  Statement. 

Loans  will  be  made  to  intermediary  borrowers  (i.e.  small  investment  groups)  who  in 
turn  will  relend  the  funds  to  rural  businesses,  community  development  corporations 
private  nonprofit  organizations,  etc.  for  the  purpose  of  improving  business 
industry,  community  facilities,  and  employment  opportunities  and  diversification  of 
the  economy  in  rural  areas. 

JUSTIFICATION  OF  INCREASES 

The  President's  Pacific  Northwest  Economic  Recovery  Initiative  provides  for  economic 
adjustment  assistance  to  workers,  families,  businesses,  and  communities  affected  by 
the  President's  Forest  Plan  for  the  Pacific  Northwest  and  northern  California. 
Funds  for  the  Pacific  Northwest  Economic  Recovery  Initiative  will  be  made  available 
through  a  combination  of  State  allocations  and  an  additional  National  Office  reserve 
of  $16  million. 

The  Initiative  for  Rural  Empowerment  Zones  and  Enterprise  Communities  will  provide 
for  self-sustaining,  long-term  economic  development  in  areas  of  pervasive  poverty, 
unemployment  and  general  distress.  This  initiative  creates  empowerment  zones  and 
enterprise  communities  to  demonstrate  how  innovative,  comprehensive,  strategic 
alliances  between  private,  public  and  nonprofit  entities  can  develop  the 
capabilities  for  achieving  economic  self-sufficiency  for  the  community  and  its 
residents.  The  budget  requests  an  earmark  of  $7,837,000  in  subsidy  for  Rural 
Empowerment  Zones  and  Enterprise  Communities.  The  unobligated  funds  will  revert  to 
the  National  Office  Reserve  in  July. 

(1)  An  increase  of  $25.000.000  in  the  intermediary  rel ending  program  loan  level 
($100.000.000  available  in  FY  1994).  

Need  for  Change.  The  increased  program  level  will  aid  in  the  support  of  the 
Rural  Development  Initiative  and  will  meet  increased  demand  resulting  from  the 
new  initiatives  discussed  above. 

Nature  of  Change.  The  program  level  will  provide  155  loans  to  intermediary 
relenders  in  FY  1995. 

(2)  An  increase  of  $9.313.000  in  the  rural  development  direct  loan  subsidy 
($56.000.000  available  in  FY  1994)         

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
direct  loan  obligations  associated  with  the  requested  FY  1995  loan  level,  under 
the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1990.  The  increase 
is  attributed  to  the  increase  in  the  program  level. 

(3)  An  increase  of  $696.000  in  administrative  expenses  ($1.481.000  available  in 
FY  1994). 

Justification  for  administrative  expenses  in  the  amount  of  $2,172,000  and  the 
associated  staff -years  are  reflected  in  the  Salaries  and  Expenses  Project 
Statement.  The  balance  of  $5,000  will  be  retained  by  the  program  account  for 
obligation  of  program  related,  nonrecoverable  costs. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Development  Loan  Fund 
Intermediary  Re lending  Program  Loans 


1993 
Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawai i 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana , 

Maine , 

Maryl  and , 

Massachusetts...., 

Michigan , 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 


Total  Avail. /Est. 


600,000 
1,000,000 

750,000 
2,750,000 
2,000,000 


500,000 
1,200,000 

1,500,000 


2,000.000 

1,250,000 

300,000 

2,000.000 
4,900.000 

1,000.000 


500,000 

500.000 
750,000 

1,000,000 
1,000,000 

2,500,000 

2,350,000 

300,000 
1,000,000 

750,000 

1.300,000 


33.700,000  b/ 


100,000,000  a/ 


125,000,000  a/ 


a/  Cannot  be  distributed  by  geographic  area  in  advance. 

b/  Includes  $1,200,000  authorized  by  the  Dire  Emergency  Supplemental 
Appropriation  Act,  P.L.  102-368,  dated  September  23,  1992,  to  provide 
assistance  to  distressed  communities  as  a  result  of  natural  disasters. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  changes  in  the  language  of  this  item  as 
follows  (new  language  underscored): 

Rural  Telecommunication  Partnership  Loan  Program  Account: 

For  the  cost  of  direct  loans  $636.000,  pursuant  to  section  310B(i)  of  the 
Consolidated  Farm  and  Rural  Development  Act,  as  amended.  (7  U.S.C.  1932): 
Provided.  That  such  cost  including  the  cost  of  modifying  such  loans,  shall  be 
as  defined  in  section  502  of  the  Congressional  Budget  Act  of  1974:  Provided 
further.  That  these  funds  are  available  to  subsidize  gross  obligations  for~the 
principal  amount  of  direct  loans  of  $15.000.000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct  loan 
programs.  $1.503.000. 

This  new  loan  program  was  authorized  by  section  2337  of  the  Food.  Agriculture. 
Conservation  and  Trade  Act  of  1990. 

RURAL  TELECOMMUNICATION  PARTNERSHIP  LOAN  PROGRAM  ACCOUNT 
(On  basis  of  loan  level,  subsidy,  and  administrative  expense) 

Loan  Level    Subsidy   Administrative 
Expenses 


Appropriations  Act.  1994 0  0  0 

Budget  Estimate.  1995 $15.000.000     $636.000   $1.503.000 

Increase  in  Appropriation 15.000.000     636.000    1.503.000 


SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  loan  level,  subsidy,  and  administrative  expenses) 

(In  thousands  of  dollars) 


Item  of  Change 

1994 
Estimated 

Program 
Changes 

1995 
Estimated 

Total : 

Direct  loans 

Direct  loan  subsidy 

Administrative  expense 

:          0 

0 

..:          0 

$15,000 
636 

1.503 

$15,000 

636 

1.503 

Staff -years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 

Geographic  breakdown  of  obligations  of  $15,000,000  for  FY  1995  cannot  be  distributed 
in  advance. 
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EXPLANATION  OF  PROGRAM 

As  required  by  Title  XIII,  section  13201,  of  the  Omnibus  Budget  Reconciliation  Act 
of  1990,  this  account  records  the  subsidy  cost  associated  with  the  direct  loan 
obligations  of  this  program  in  FY  1995  and  beyond.  Subsidy  amounts  are  obtained  by 
estimating  the  net  present  value  of  the  Governmnent's  cash  flows  resulting  from 
direct  loans  made  through  this  account.  For  the  requested  FY  1995  loan  level  of 
$15,000,000,  the  associated  lifetime  subsidy  is  estimated  to  be  $636,000. 
Corresponding  administrative  expenses  and  staff-years  are  justified  in  the  Salaries 
and  Expenses  Project  Statement. 

Loans  will  be  made  available  at  low  interest  rates  and  at  market  rates  to 
businesses,  local  governments,  or  public  agencies  in  rural  areas  to  fund  facilities 
in  which  the  loan  recipients  share  telecommunications  terminal  equipment,  computers, 
computer  software,  and  computer  hardware.  This  will  improve  telecommunication 
services  in  rural  areas  and  provide  access  to  advanced  telecommunication  services 
and  computer  networks  to  improve  job  opportunities  and  the  business  environment  in 
rural  areas. 

JUSTIFICATION  OF  INCREASES 

(1)  An  increase  of  $15.000.000  in  the  rural  telecommunication  partnership  loan 
program  level  ($0  available  in  FY  1994). 

Need  for  Change.  The  rural  telecommunication  partnership  loans  are  a  new 
program  proposed  for  FY  1995  under  the  provisions  of  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  of  1990.  These  loans  will  enhance  the  business 
environment  by  providing  facilities  not  normally  available  in  rural  areas  but 
are  needed  to  compete  in  the  global  business  environment.  These  loans  will 
improve  job"  opportunities  in  rural  areas  and  will  enhance  public  safety  and 
provide  efficient  local  government  services  to  rural  residents  and  business. 

Nature  of  Change.  The  program  level  will  provide  120  loans  to 
telecommunication  recipients  in  FY  1995. 

(2)  An  increase  of  $636.000  in  the  rural  development  direct  loan  subsidy 
($0  available  in  FY  1994). 

Need  for  Change.  This  estimated  subsidy  amount  is  necessary  to  support  the 
direct  loan  obligations  associated  with  the  requested  FY  1995  loan  level,  under 
the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1990.  The  increase 
is  attributed  to  the  start-up  cost  of  this  loan  program. 

(3)  An  increase  of  $1.503.000  in  administrative  expenses  ($0  available  in  FY  1994) . 
Justification  for  administrative  expenses  in  the  amount  of  $1,503,000  and  the 
associated  staff-years  are  reflected  in  the  Salaries  and  Expenses  Project 
Statement. 


78-307O-94-15 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  changes  in  the  language  of  this  item 
as  follows  (new  language  underscored;  deleted  matter  enclosed  in  brackets): 

Rural  Water  and  Waste  Disposal  Grants: 

For  grants  pursuant  to  section  306(a)(2)  of  the  Consolidated  Farm  and  Rural 
Development  Act,  as  amended  (7  U.S.C.  1926),  [$500,000,000]  $525.000.000.  to 
remain  available  until  expended,  pursuant  to  section  306(d)  of  the  above 

1  Act[:  Provided,  That  of  this  amount,]  of  which  $20.000.000  shall  be 
available,  at  least  through  July  30.  1995.  for  empowerment  zones  and 
enterprise  communities,  as  authorized  by  title  XIII  of  the  Omnibus  Budget 
Reconciliation  Act  of  1993.  and  of  which  $25,000,000  shall  be  available  for 
water  and  waste  disposal  to  benefit  the  Colonias  along  the  United 

2  States/Mexico  border,  including  grants  pursuant  to  section  306C:  [Provided 
further,  That  of  this  amount,  up  to  $15,000,000  shall  be  available  for 
project  grants  to  remedy  the  dire  sanitation  conditions  in  rural  Alaska 
villages  in  which  the  median  household  income  does  not  exceed  110  percent  of 
the  statewide  nonmetropolitan  household  income  and  that  notwithstanding  the 
consolidated  Farm  and  Rural  Development  Act,  Public  Law  87-128,  such  grants 
shall  be  for  50  percent  of  the  development  cost  of  the  project  upon  a  State 
or  local  contribution  of  50  percent  of  the  development  cost  of  the  project:] 
Provide  [further],  That  with  the  exception  of  the  foregoing  $25,000,000,  and 

3,4  the  foregoing  [$15,000,000]  $20.000.000.  these  funds  shall  not  be  used  for 
any  purpose  not  specified  in  section  306(a)  of  the  Consolidated  Farm  and 
Rural  Development  Act. 

The  first  change  includes  language  earmarking  funds  for  empowerment  zones  and 
enterprise  communities. 

The  second  change  eliminates  language  earmarking  funds  for  Alaska  Rural  Villages. 

The  third  change  eliminates  funds  earmarked  for  Alaska  rural  villages  from  the 
exemption  to  section  306(a)  of  the  Consolidated  Farm  and  Rural  Development  Act. 

The  fourth  change  adds  the  funds  earmarked  for  empowerment  zones  and  enterprise 
communities  from  the  exemption  to  section  306(a)  of  the  Consolidated  Farm  and 
Rural  Development  Act. 

RURAL  WATER  AND  WASTE  DISPOSAL  GRANTS 

Appropriation  Act,  1994 $500,000,000 

Budget  Estimate,  1995 525.000.000 

Increase  in  Appropriation 25,000,000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(On  basis  of  appropriation) 

1994        Program         1995 
Item  of  Change  Estimated       Changes       Estimated 

Rural  water  &  waste 

disposal  grants $460,000,000    $20,000,000    $480,000,000 

Water  and  waste  grants  for 

Colonias 25,000,000  0     25,000,000 

Water  and  waste  grants  for 

Alaska 15,000,000  -15,000,000  0 

Water  and  waste  grants  for 

empowerment  zones  and 

enterprise  communities Q_    20.000.000     20.000.000 

Total  Available 500,000,000     25,000,000     525,000,000 
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PROJECT  STATEMENT 
(On  basis  of  appropriation) 


Pro.iect 

1993 
Actual 

1994 
Estimated 

Increase 

1995 
Estimated 

Rural  water  &  waste 
disposal  grants: 
Water  supply 

$254,329,300 
142,323,503 

20,201,200 

7.010.730 

$299,461,200 
166,912,800 

24,546,000 

9.080.000 

$15,184,120 
8,463,280 

1,244,600 

108.000 

$314,645,320 

Waste  disposal 

175,376,080 

Combination  -  water 

&  waste  disposal 

Technical  assistance 

25,790,600 
9.188.000 

Total  Appropriation 

$423,864,733 

$500,000,000 

$25,000,000  (1) 

$525,000,000 

The  preceding  tabulation  is  based  on  amounts  included  in  appropriation  acts, 
following  tabulation  shows  estimated  obligations  on  an  available  funds  basis, 
including  balances  brought  forward  from  prior  years. 


The 


PROJECT  STATEMENT 
(On  basis  of  obligations  under  available  funding) 


Pro.iect 


Rural  water  &  waste 

disposal  grants: 

Water  supply 

Waste  disposal 

Combination  -  water 
&  waste  disposal . . . 

Technical  assistance 

grants 

Total  Obligations 

Recovery  of  prior 

year  obi igations 

Unobligated  balance 

available,  start 

of  year 

Unobligated  balance 

transferred 

Unobligated  balance 

available,  end 

of  year 

Unobligated  balance 

expiring 

Total  available 
or  estimate 


1993 

Actual 


1994 

Estimated 


Increase 


1995 
Estimated 


:$254,329,300 
:  142,323,503 

:  20,201,200 

7.010.730 


: $423, 864, 733 
:  -4,059,827 

:  -28,442,161 
:  20,000,000 

8,037,255 
:   5.600.000 


$304,363,925 
169,645,467 

24,947,863 

9.080.000 


$508,037,255 
0 

-8,037,255 
0 

0 

0 


$10,281,395 
5,730,613 

842,737 

108.000 


$16,962,745  (1) 
0 

8,037,255 
0 

0 
0 


$314,645,320 
175,376,080 

25,790,600 

9.188.000 


$525,000,000 
0 

0 

0 

0 
0 


:$425,000,000 


$500,000,000 


$25,000,000 


$525,000,000 


Note.-  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 
of  Rural  Utilities  Service. 


Staff-years  are  reflected  in  the  Salaries  and  Expenses  Project  Statement. 
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EXPLANATION  OF  PROGRAM 

Section  306  of  the  Consolidated  Farm  and  Rural  Development  Act,  as  amended,  provides 
appropriation  authority  for  grants  for  the  development  costs  of  water  and  waste 
disposal  projects  in  rural  areas. 

Development  grants  may  be  made  to  associations,  including  corporations  operating  on 
a  nonprofit  Basis,  municipalities,  authorities,  districts,  certain  Indian  tribes, 
and  similar  organizations  generally  designated  as  public  or  quasi-public  agencies, 
that  propose  projects  for  development  of  storage,  treatment,  purification,  or 
distribution  of  domestic  water  or  the  collection,  treatment,  or  disposal  of  waste  in 
rural  areas.  Grants  may  be  made  to  assist  eligible  applicants  to  pay  for  part  of 
the  development  cost  of  such  projects  if  necessary  to  reduce  user  charges  to  a 
reasonable  level.  In  addition,  grants  may  be  made  to  private  nonprofit 
organizations  that  have  experience  in  providing  technical  assistance  and  training 
for  such  purposes  as  assisting  in  identifying  and  evaluating  alternative  solutions 
to  problems  relating  to  water  and  waste  disposal,  preparing  applications,  and 
improving  operation  and  maintenance  practices  at  existing  plants.  Combined  loans 
and  grants  may  be  made  when  the  applicant  is  able  to  repay  part,  but  not  all,  of  the 
project  costs. 

Grants  also  may  be  made  to  supplement  other  funds  borrowed  or  furnished  by 
applicants  to  pay  development  costs.  An  eligible  project  must  serve  a  rural  area 
which  is  not  likely  to  decline  in  population  below  that  for  which  the  project  was 
designed,  and  it  must  be  designed  and  constructed  so  that  adequate  capacity  will  be 
or  can  be  made  available  to  serve  the  reasonably  foreseeable  growth  needs  of  the 
area. 

Water  and  waste  disposal  grants  may  not  exceed  75  percent  of  the  development  cost  of 
the  project.  The  development  cost  may  include  the  cost  of  construction  of  the 
proposed  facility  including  rights-of-way,  land  rights,  water  rights,  engineering 
fees,  and  legal  fees. 

JUSTIFICATION  OF  INCREASE 

The  President's  Pacific  Northwest  Economic  Recovery  Initiative  provides  for  economic 
adjustment  assistance  to  workers,  families,  businesses,  and  communities  affected  by 
the  President's  Forest  Plan  for  the  Pacific  Northwest  and  northern  California. 
Funds  for  the  Pacific  Northwest  Economic  Recovery  Initiative  will  be  made  available 
through  a  combination  of  State  allocations  and  an  additional  National  Office  reserve 
of  $5.6  million. 

The  Initiative  for  Rural  Empowerment  Zones  and  Enterprise  Communities  will  provide 
for  self-sustaining,  long-term  economic  development  in  areas  of  pervasive  poverty, 
unemployment  and  general  distress.  This  initiative  creates  empowerment  zones  and 
enterprise  communities  to  demonstrate  how  innovative,  comprehensive,  strategic 
alliances  between  private,  public  and  nonprofit  entities  can  develop  the 
capabilities  for  achieving  economic  self-sufficiency  for  the  community  and  its 
residents.  The  budget  requests  an  earmark  of  $20  million  for  Rural  Empowerment 
Zones  and  Enterprise  Communities.  The  unobligated  funds  will  revert  to  the  National 
Office  Reserve  in  July. 

(1)  An  increase  of  $25.000.000  for  rural  water  and  waste  disposal  grants 
($500.000.000  available  in  FY  19941. 

Need  for  Change.  Drinking  water  and  sewage  treatment  systems  serving  small, 
mostly  rural  populations  currently  have  the  highest  rates  of  noncompliance 
with  Federal  environmental  standards  and  Safe  Drinking  Water  Act  standards. 
The  increased  funding  will  help  bring  small  rural  communities  into  regulatory 
compliance,  impr:  e  the  rural  infrastructure,  increase  economic  development 
and  employment  opportunities,  and  improve  the  quality  of  rural  life. 

Nature  of  Change.  The  requested  funding  will  provide  for  1,430  grants. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows 
(deleted  matter  enclosed  in  brackets): 

fEmerqencv  Community  Water  Assistance  Grants:] 

[For  emergency  community  water  assistance  grants  as  authorized  under  section 
306B  (7  U.S.C.  1926b)  of  the  Consolidated  Farm  and  Rural  Development  Act, 
$10,000,000.] 

EMERGENCY  COMMUNITY  WATER  ASSISTANCE  GRANTS 

Appropriations  Act,  1994 $10,000,000 

Budget  Estimate,  1995 0 

Decrease  In  Appropriation -10,000,000 


PROJECT  STATEMENT 
(On  basis  of  adjusted  appropriation  and 
on  basis  of  obligations  under  available  funds) 


Project 


1993 

Actual 


1994 
Estimated 


Increase  or 
Decrease 


1995 

Estimated 


Emergertcy  community  water 

assistance  grants: 

Section  306A 

Section  306B 

Total  obligations 

Unobligated  balance 

available,  start  of  year. 
Unobligated  balance 

transferred,  net 

Unobligated  balance 

available,  end  of  year... 
Unobligated  balance 

expiring 

Total  appropriation 


$700,450 
10.000.000 


10,700,450 
-15,400,000 

5,000,000 
20,000,000 

9.699.550 


$20,000,000 

10.000.000 


$-20,000,000 
-10.000.000 


30,000,000 

-20,000,000 

0 

0 

0 


-30,000,000 

20,000,000 

0 

0 

0 


0 
0 
0 
0 
0 


30,000,000 


10,000,000 


-10,000,000  (1) 


Note.-  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 
of  Rural  Utilities  Service. 


Staff-years  are  reflected  on  the  Salaries  and  Expenses  Project  Statement. 
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EXPLANATION  OF  PROGRAM 

These  grant  programs  are  authorized  under  Section  306A  and  306B  of  the  Consolidated 
Farm  and  Rural  Development  Act,  as  amended  (7  U.S.C.  1926(a))  as  amended  by  Title  V 
of  the  Disaster  Assistance  Act  of  1989,  P.L.  101-82  and  the  Food,  Agriculture, 
Conservation  and  Trade  Act  of  1990,  P.L.  101-624.  Grants  are  made  to  public  bodies 
and  private  nonprofit  organizations  serving  rural  areas  for  the  purpose  of 
construction  or  extension  of  waterlines,  repairs  or  maintenance  of  existing  systems, 
replace  equipment,  and  pay  cost  to  correct  emergency  situations.  Grants  made  to 
alleviate  a  significant  decline  in  quantity  or  quality  of  water  available  from  the 
water  supplies  of  rural  residents  that  occurs  within  two  years  of  filing  an 
application  with  FmHA  may  not  exceed  $500,000.  Grants  made  for  repairs,  partial 
replacement,  or  significant  maintenance  on  an  established  system  may  not  exceed 
$75,000.  Section  306A  grants  are  made  to  assist  any  rural  area  or  community  with  a 
population  in  excess  of  15,000  inhabitants  and  Section  306B  grants  in  excess  of 
5,000  inhabitants.  Grants  in  FY  1993  were  originally  funded  at  $10,000,000  under 
Section  306B,  but  the  Dire  Emergency  Supplemental  Appropriations  Act,  1992,  added 
$15,400,000  under  Section  306A  and  made  them  available  through  FY  1993.  Grants  in 
FY  1994  were  originally  funded  at  $10,000,000  under  Section  306B,  but  the  Midwest 
Flood  Supplemental  Act,  1993,  added  $20,000,000  under  Section  306A  and  made  them 
available  through  June  30,  1994.  No  funding  is  requested  for  FY  1995. 

JUSTIFICATION  OF  DECREASE 

(1)  A  decrease  of  $10.000.000  for  emergency  water  community  assistance  grants 
($10.000.000  available  in  FY  1994K 

Need  for  Change.  The  purposes  authorized  under  this  program  can  be  funded 
under  other  loan  and  grant  program  authorities.  Therefore,  the  Agency  can 
continue  to  meet  the  needs  of  rural  communities  for  financial  assistance  to 
correct  water  problems  associated  with  emergency  situations  that  might  arise. 

Nature  of  Change.  No  funds  are  requested  for  FY  1995. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Emergency  Community  Water  Assistance  Grants 


1993 
Amount 


1994 

Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

Cal  ifornia 

Colorado 

Florida 

Georgia 

Hawaii ' 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Minnesota 

Mississippi 

Missouri 

Nebraska 

Nevada 

New  Hampshire 

New  Mexico 

New  York 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

South  Carolina 

South  Dakota 

Texas 

Utah 

Vermont 

Virginia 

Washington 

Wisconsin 

Trust  Territories. 
Reserve 


Total  Avail. /Est. 


75,000 
624,870 
101,000 

335,751 

59,000 

700,450 

319,000 

96,000 
?95,337 
777,202 
259,067 
556,995 

75,000 
150,000 
259,067 

36,000 
173,000 
516,062 
171,000 

65,000 
335,000 
538,000 

431,000 

258,000 
1,121,337 


433,161 
66,000 


1,121,337 
751,813 


10,700,450  b/ 


30,000,000  a/b/c 


a/  Cannot  be  distributed  by  geographic  area  in  advance. 

b/  Includes  funds  authorized  by  the  Emergency  Supplemental  Appropriations  Acts, 
c/  Includes  $20,000,000  authorized  by  the  Emergency  Supplemental  Appropriations 
Acts. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  Brackets): 

Rural  rDevelopmentl  Business  Enterprise  Grants: 

For  grants  authorized  under  section  310B(c)  and  310B(j)  (7  U.S.C.  1932)  of  the 
Consolidated  Farm  and  Rural  Development  Act  to  any  qualified  public  or  private 

1  nonprofit  organization,  [$42,500,000:  Provided,  That  $500,000 

shall  be  available  for  grants  to  qualified  nonprofit  organizations  to  provide 
technical  assistance  and  training  for  rural  communities  needing  improved 
passenger  transportation  systems  or  facilities  in  order  to  promote  economic 

2  development]  $50.000.000.  of  which  $2.000.000  shall  be  to  assist  in  developing 
cooperative  efforts  to  provide  information  and  technical  assistance  to 
under-represented  groups  in  traditionally  agricultural  or  other  natural 

3  resource  depended  communities  for  encouraging  business  development:  and  of 
which  $10.000.000  shall  be  available,  at  least  through  July  30.  1995.  for" 
assistance  to  empowerment  zones  and  enterprise  communities,  as  authorized  by 
title  XIII  of  the  Omnibus  Budget  Reconciliation  Act  of  1993 . 

The  first  change  eliminates  the  appropriation  language  earmarking  funds  for 
passenger  transportation  systems  or  facilities. 

The  second  change  includes  authorization  and  appropriation  language  earmarking  funds 
for  outreach  to  rural  business  and  communities. 

The  third  change  includes  appropriation  language  earmarking  funds  for  empowerment 
zones  and  enterprise  communities. 
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Rural  Business  Enterprise  Grants 

Appropriations  Act,  1994 $42,500,000 

Budget  Estimate,  1995 50.000.000 

Increase  in  Appropriation J  7,500,000 


PROJECT  STATEMENT 
(On  basis  of  appropriation) 


Project 

1993 
Actual 

1994 
Estimated 

Increase  or 
Decrease 

1995 
Estimated 

Rural  business  enterprise 
grants: 

Rural  business  enterprise.. 
Rural  community  and 
business  outreach 

$20,750,000 
0 

$42,500,000 
0 

$5,500,000  (1) 
2.000.000  (2) 

$48,000,000 
2.000.000 

Total  appropriation 

20,750,000 

42,500,000 

7,500,000 

50,000,000 

Note  -  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 
of  Rural  Business  and  Cooperative  Development  Service. 

Staff-years  are  reflected  on  the  Salaries  and  Expenses  Project  Statement. 


EXPLANATION  OF  PROGRAM 

The  rural  enterprise  grant  program  is  authorized  under  section  3108(c)  of  the 
Consolidated  Farm  and  Rural  Development  Act,  as  amended.  Grants  may  be  made  to  any 
qualified  public  or  private  nonprofit  organization  for  measures  designed  to  finance 
and  facilitate  development  of  small  and  emerging  business  enterprises  or  the 
creation,  expansion,  and  operation  of  rural  learning  programs  that  provide 
educational  instruction  or  job  training  instruction  related  to  potential  employment 
or  job  advancement  to  adult  students.  Grants  are  available  for:  (1)  the 
development,  construction  or  acquisition  of  land,  buildings,  plants,  equipment, 
access  streets  and  roads,  parking  areas,  utility  extensions,  necessary  water  supply 
and  waste  disposal  facilities,  technical  assistance,  necessary  start  up  capital, 
establishment  of  revolving  loan  funds,  refinancing,  services  and  fees  and  (2)  to 
qualified  nonprofit  organizations  for  the  provision  of  technical  assistance  and 
training  to  rural  communities  for  the  purpose  of  improving  passenger  transportation 
services  or  facilities  to  include  on-site  technical  assistance  to  local  and  regional 
governments,  public  transit  agencies,  and  related  nonprofit  and  for-profit 
organizations  in  rural  areas,  the  development  of  training  materials,  and  the 
provision  of  necessary  training  assistance  to  local  officials  and  agencies  in  rural 
areas. 

The  television  demonstration  grant  program  is  authorized  under  section  310B(j)  of 
the  Consolidated  Farm  and  Rural  Development  Act,  as  amended.  Grants  may  be  made  to 
statewide  private  nonprofit  public  television  systems,  whose  coverage  is 
predominately  rural,  for  the  purpose  of  demonstrating  the  effectiveness  of  such 
systems  in  providing  information  on  agriculture  and  other  issues  of  importance  to 
fanners  and  other  rural  areas.  Grants  may  be  used  for  capital  equipment, 
expenditures,  start-up  and  program  cost,  and  other  cost  necessary  to  the  operation 
of  such  demonstrations.  Total  grants  may  not  exceed  $50,000,000. 
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JUSTIFICATION  OF  INCREASES 

The  President's  Pacific  Northwest  Economic  Recovery  Initiative  provides  for  economic 
adjustment  assistance  to  workers,  families,  businesses,  and  communities  affected  by 
the  President's  Forest  Plan  for  the  Pacific  Northwest  and  northern  California. 
Funds  for  the  Pacific  Northwest  Economic  Recovery  Initiative  will  be  made  available 
through  a  combination  of  State  allocations  and  an  additional  National  Office  reserve 
of  $2.7  million. 

The  Initiative  for  Rural  Empowerment  Zones  and  Enterprise  Communities  will  provide 
for  self-sustaining,  long-term  economic  development  in  areas  of  pervasive  poverty, 
unemployment  and  general  distress.  This  initiative  creates  empowerment  zones  and 
enterprise  communities  to  demonstrate  how  innovative,  comprehensive,  strategic 
alliances  between  private,  public  and  nonprofit  entities  can  develop  the 
capabilities  for  achieving  economic  self-sufficiency  for  the  community  and  its 
residents.  The  budget  requests  an  earmark  of  $10  million  for  rural  empowerment 
zones  and  enterprise  communities.  The  unobligated  funds  made  available  for  this  may 
revert  to  the  National  Office  Reserve  in  July. 

(1)  An  increase  of  $5.500.000  for  the  rural  business  enterprise  grants 
($42.500.000  available  in  FY  1994K 

Need  for  Change.  The  requested  funding  is  needed  to  support  the  Rural 
Development  Initiative  for  stimulating  economic  development  and  job  creation  in 
rural  areas.  These  grants  are  made  in  small  communities  and  economically 
distressed  areas  lacking  access  to  capital. 

Nature  of  Change.  The  requested  funding  will  provide  for  318  grants. 

(2)  An  increase  of  $2.000.000  for  the  rural  communities  and  businesses  outreach 
grants  ($0  available  in  FY  19941. 

Need  for  Change.  The  requested  funding  and  authorization  will  be  used  to 
assist  in  developing  cooperative  efforts  to  provide  information  and  technical 
assistance  to  under-represented  groups  in  traditionally  agriculture-  or  natural 
resource-dependent  communities  for  encouraging  business  development. 

Nature  of  Change.  The  requested  funding  will  provide  for  10  grants. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Rural  Development  Grants 


1993 

Amount 


1994 
Amount 


1995 
Amount 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut....... 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho.. 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands 


200,000 
121,000 

76,000 
181,000 
340,000 

89,000 
103,000 

30,000 

409,000 
250,000 
139,000 
781,395 
306,000 
581,395 

482,558 

324,000 

144,000 

630,000 

145,000 

445,000 

304,000 

555,233 

271,000 

34,000 

94,000 

500,000 

65,000 

223,000 

489,000 
569,767 
419,767 
534,000 
595,000 
210,000 
325,000 
20,000 
396,000 
138,000 
469,000 
707,558 
37,000 
420,000 
500,000 
892,200 

1,240,535 
248,000 

1,454,841 
840,116 

1,325,784 

1,094,849 


Total  Avail. /Est...       20,750,000      42,500,000  a/ 
a/  Cannot  be  distributed  by  geographic  area  in  advance. 


50,000,000  a/ 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Solid  Waste  Management  Grants: 

For  grants  for  pollution  abatement  and  control  projects  authorized  under 
section  310B(b)  (7  U.S.C.  1932)  of  the  Consolidated  Farm  and  Rural  Development 
Act.  [$3,000,000]  $3.200.000:  Provided.  That  such  assistance  shall  include 
regional  technical  assistance  for  improvement  of  solid  waste  management. 

Solid  Waste  Management  Grants 

Appropriations  Act.  1994 $3,000,000 

Budget  Estimate.  1995 3.200.000 

Increase  in  Appropriation 200,000 

PROJECT  STATEMENT 
(On  basis  of  appropriation) 


1993 
Actual 


1955 

Estimated 


Pro.iect 


1994 
Estimatea 


Increase 


Solid  waste  management  grants. 


$3,000,000 


$3,000,000 


$200,000 


$3,200,000 


Note.-  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 
of  Rural  Utilities  Service. 

Staff-years  are  reflected  on  the  Salaries  and  Expenses  Project  Statement. 

EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  under  Section  310B(b)  of  the  Consolidated  Farm  and 
Rural  Development  Act.  as  amended  (7  U.S.C.  1932).  Grants  are  made  to  nonprofit 
organizations  to  provide  technical  assistance  to  local  and  regional  governments  for 
the  purpose  of  reducing  or  eliminating  pollution  of  water  resources  and  for 
improving  the  planning  and  management  of  solid  waste  disposal  facilities. 

JUSTIFICATION  OF  INCREASE 

A  increase  of  $200.000  for  solid  waste  management  grants  ($3,000,000  available  in 
FY  1994). 

Need  for  Change.  These  funds  will  help  rural  communities  develop  more  advanced 
environmental  systems  and  treatment  techniques  that  will  yield  greater  environmental 
benefits  and  improve  the  quality  of  life  in  rural  areas. 


Nature  of  Change.  The  requested  funding  will  provide  funding  for  31  grants. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  and  Estimated  1994  and  1995 

Solid  Waste  Management  Grants 


Arkansas 

Colorado 

Georgia 

Idaho 

Illinois 

Iowa 

Kentucky 

Maine 

Mary! and 

Massachusetts.. 

Michigan 

Mississippi.... 

Missouri 

Nebraska 

New  Hampshire.. 

New  Mexico 

North  Carolina. 
North  Dakota... 

Oklahoma 

South  Carolina. 
South  Dakota... 

Tennessee 

Texas 

Vermont 

Virginia 

Wisconsin 

Puerto  Rico.... 


Total  Avail. /Est. 

a/  Cannot  be  distributed  in  advance 


1993 
Amount 

1994 
Amount 

1995 
Amount 

249.269 

-- 

— 

345,732 

137,000 

20,000 

50,000 

— 

;; 

259,391 
83,000 

153,000 
26,000 

-- 

— 

64,000 
144,000 

-- 

— 

48,000 

-- 

154,000 
85,000 

-- 

-- 

43,000 
154,000 
242,278 
341,708 
162,707 
237.915 

— 

— 

3,000,000 

3,000,000  a/ 

3.200.000  a/ 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Rural  Community  Fire  Protection  Grants: 

For  grants  pursuant  to  section  7  of  the  Cooperative  Forestry  Assistance  Act  of 
1978  (Public  Law  95-313),  [$3,500,000]  $5.000.000  to  fund  up  to  50  per  centum 
of  the  cost  of  organizing,  training,  and  equipping  rural  volunteer  fire 
departments. 

Rural  Community  Fire  Protection  Grants 

Appropriations  Act,  1994 $3,500,000 

Budget  Estimate,  1995 5.000.000 

Increase  in  Appropriation 1,500,000 


PROJECT  STATEMENT 


(On  basis  of 

appropriation 

Pro.iect 

1993 
Actual 

1994 
Estimated 

Increase 

1995 
Estimated 

Rural  community  fire 
protection  grants 

$3,499,873 
127 

$3,500,000 
0 

$1,500,000 
0 

$5,000,000 

Unobligated  balance 

0 

Total  AoDroDriation 

3,500,000 

3,500,000 

1,500,000 

(1) 

5,000,000 

-=^KK— ==e 

EIINIUIIIII 

Note.-  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 
of  Rural  Housing  and  Community  Development  Service. 

Staff-years  are  reflected  on  the  Salaries  and  Expenses  Project  Statement. 

EXPLANATION  OF  PROGRAM 

This  assistance  was  authorized  by  section  7  of  the  Cooperative  Forestry  Assistance 
Act  of  1978  (16  U.S.C.  2106).  Grants  are  made  to  public  bodies  to  organize,  train, 
and  equip  local  fire-fighting  forces,  including  those  of  Indian  tribes  or  other 
native  groups,  to  prevent,  control,  and  suppress  fires  threatening  human  lives, 
crops,  livestock,  farmsteads  or  other  improvements,  pastures,  orchards,  wildlife, 
rangeland,  woodland,  and  other  resources  in  rural  areas. 

JUSTIFICATION  OF  INCREASE 

(1)  An  increase  of  $1.500.000  for  rural  community  fire  protection  grants 

($3,500.000  available  in  FY  1994). 

Need  for  Change.  The  funding  will  provide  for  increased  training  and 
equiping  of  rural  fire  departments,  which  will  lower  insurance  cost  for  rural 
communities,  thereby  increasing  community  development  and  improving  both  the 
quality  of  rural  life  and  increasing  employment  opportunities  in  rural 
areas. 


Nature  of  Change.  The  requested  funding  will  provide  for  4,491  grants. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GE06RAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  Actual  and  Estimated  1994  and  1995 

Rural  Community  Fire  Grants 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho , 

Illinois 

Indiana , 

Iowa , 

Kansas , 

Kentucky 

Louisiana 

Maine , 

Maryland 

Massachusetts..... 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Trust  Territories. 
Virgin  Islands.... 
Other 


1993 
Amount 


54,800 
77,000 
47,900 
55,900 
97,000 
67,000 
25,000 
18,500 
73,100 
65,600 
57,500 
41,300 

132,000 
91,000 

119,000 

119,000 
60,200 
75,200 
26,670 
38,000 
28,000 
97,000 

136,000 
54,800 

100,000 
69,600 
91,000 
32,000 
20,000 
39,000 
36,900 
93,420 
78,400 

112,100 

103,000 
67,700 
56,500 

104,000 
15,500 
59,500 
84,000 
62,300 

177,300 
40,000 
21,000 
53,800 
58,500 
34,910 
89,000 
27,000 
15,100 
33,500 
15,100 
52,400 


1994 
Amount 


1995 
Amount 


Total,  Avail. /Est..       3,500,000         3,500,000  1/ 
1/  Cannot  be  distributed  by  geographic  area  in  advance. 


5,000,000  1/ 
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RURAL  DEVELOPMENT  ADMINISTRATION 


The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored): 

Rural  Technology  and  Cooperative  Development  Grants: 

For  grants  pursuant  to  section  310(f)  of  the  Consolidated  Farm  and  Rural 
Development  Act,  as  amended  (7   OTslcl  1926faUll)l.  S5.000.00q~ 

This  grant  program  was  authorized  by  section  2347  of  the  Food,  Agriculture, 
Conservation  and  Trade  Act  of  1990.  In  FY  1993  and  FY  1994  the  program  was 
appropriated  under  the  Extension  Service. 

Rural  Technology  and  Cooperative  Development  Grants 

Appropriations  Act,  1994 0 

Budget  Request,  1995 S5. 000. 000 

Increase  in  Appropriation 5,000,000 


PROJECT  STATEMENT 


(On 

basis  of  appropriation) 

Project 

1993 
Actual 

1994 
Estimated 

increase 

1995 
Estimated 

Rural  technology  and 
cooperative  development 
grants 

0 

0 

$5,000,000 

$5,000,000 

Note.-  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be 
part  of  the  Rural  Business  and  Cooperative  Development  Service. 

Staff-years  are  reflected  on  the  Salaries  and  Expenses  Project  Statement. 

EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  by  section  310(f)  of  the  Consolidated  Farm  and 
Rural  Development  Act,  as  amended  by  section  2347  of  the  Food,  Agriculture, 
Conservation  and  Trade  (FACT)  Act  of  1990.  These  grants  will  be  made  available  to 
public  bodies  and  nonprofit  organizations  to  fund  the  establishment  and  operation  of 
centers  for  rural  technology  or  cooperative  development  with  their  primary  purpose 
being  the  improvement  of  economic  conditions  in  rural  areas.  Grants  will  be  used  to 
promote  the  development  (through  technological  innovation,  cooperative  development, 
and  adaptation  of  existing  technology)  and  commercialization  of  new  services  and 
products  that  can  be  produced  or  provided  in  rural  areas;  new  processes  that  can  be 
utilized  in  the  production  of  products  in  rural  areas;  and  new  enterprises  that  add 
value  to  on-farm  production  through  processing  or  marketing.  RDA  proposes  to  fund 
up  to  75  percent  of  the  project  cost  while  requiring  the  applicant's  contribution  be 
at  least  25  percent  which  must  be  cash  from  non-federal  sources. 


JUSTIFICATION  OF  INCREASE 

A  increase  of  $5.000.000  for  rural  technology  and  cooperative  development  grants  ($0 
available  in  FY  19941. 

Need  for  Change.  These  grants  are  designed  to  stimulate  economic  development  and 
rural  employment  through  development  and  commercialization  of  new  product  and 
services  which  better  utilize  both  the  physical  and  human  capital  in  rural  areas. 

Nature  of  Change.  The  requested  funding  will  provide  funding  for  65  grants. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

The  1995  Budget  Estimates  include  proposed  language  for  this  item  as  follows  (new 
language  underscored): 

Local  Technical  Assistance  and  Planning  Grants: 

For  grants  pursuant  to  section  306(a)(ll)(A)  of  the  Consolidated  Farm  and  Rural 
Development  Act,  as  amended  (7  U.S.C.  192b(a)(ll)).  $5.000.000. 

This  grant  program  was  authorized  by  section  2341  of  the  Food.  Agriculture, 
Conservation  and  Trade  Act  of  1990. 

Local  Technical  Assistance  and  Planning  Grants 

Appropriations  Act.  1994 0 

Budget  Estimate.  1995 $5. 000. 000 

Increase  in  Appropriation 5.000.000 


PROJECT  STATEMENT 
(On  basis  of  appropriation) 


1993 
Actual 


Project 

Local  technical  assistance 


1994 
Estimated 


Increase 


1995 
Estimated 


and  planning  grants. 


$5,000,000 


$5,000,000 


Note.-  Under  the  Secretary's  proposed  reorganization  plan  this  account  will  be  part 
of  the  Rural  Business  and  Cooperative  Development  Service. 

Staff-years  are  reflected  on  the  Salaries  and  Expenses  Project  Statement. 


EXPLANATION  OF  PROGRAM 

This  grant  program  is  authorized  under  Section  306(a) (11) (A)  of  the  Consolidated 
Farm  and  Rural  Development  Act.  as  amended  by  section  2341  of  the  Food.  Agriculture. 
Conservation  and  Trade  Act  of  1990.  It  is  designed  to  assist  in  the  economic 
development  of  rural  areas  by  providing  technical  assistance  for  business 
development  and  economic  development  planning.  Grant  funds  may  be  used  to  identify 
and  analyze  business  opportunities  that  would  use  local  economic  and  human 
resources:  provide  technical  assistance  to  existing  or  prospective  rural 
entrepreneurs:  establish  business  support  centers  and  otherwise  assist  in  the 
creation  of  new  rural  businesses;  and.  to  conduct  regional,  community  and  local 
economic  development  planning  and  coordination,  and  leadership  development.  RDA 
proposes  to  fund  up  to  75  percent  of  the  project  cost  while  requiring  the 
applicant's  contribution  be  at  least  25  percent  which  must  be  cash  from  non- federal 
sources. 

JUSTIFICATION  OF  INCREASE 

A  increase  of  $5.000.000  for  local  technical  assistance  and  planning  qrants  ($0 
available  in  FY  J994). 

Need  for  Change.  These  grants  are  designed  to  stimulate  economic  development  and 
rural  employment  while  challenging  State,  local,  and  private  sources  to  invest  in 
rural  economic  development  activities  by  leveraging  these  local  monies  with  Federal* 
grants  thus  allowing  program  grant  funds  to  reach  a  broader  range  of  rural  economic 
development  efforts.  Funding  of  this  program  will  provide  additional  resources  in 
meeting  the  rural  development  initiatives  of  the  agency. 

Nature  of  Change.  The  requested  funding  will  provide  funding  for  125  grants. 
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RURAL  DEVELOPMENT  ADMINISTRATION 

GEOGRAPHIC  BREAKDOWN  OF  OBLIGATIONS 

1993  Actual  and  Estimated  1994  and  1995 

Local  Technical  Assistance  and  Planning  Grants 

1993  1994  1995 

Amount  Amount  Amount 


Total,  Avail. /Est..  --  --  5,000,000  a/ 

a/  Cannot  be  distributed  by  geographic  area  in  advance. 

Rural  Technology  and  Cooperative  Development  Grants 
Total,  Avail. /Est...  --  --  5,000,000  a/ 

a/  Cannot  be  distributed  by  geographic  area  in  advance. 
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ALCOHOL  FUEL  CREDIT  GUARANTEE  LOAN  PROGRAM 

EXPLANATION  OF  PROGRAM 

The  Alcohol  Fuels  Credit  Guarantee  loan  program  provides  guarantees,  pursuant  to  an 
emergency  declaration,  for  lines  of  credit  for  the  purpose  of  purchasing  grains  or 
cellulosic  materials  for  the  production  of  alcohol  fuels  at  established  cooperative 
facilities  as  necessary  to  meet  deliveries  under  contract.  The  percentage  of 
guarantee  is  75  percent.  All  advances  under  the  line  of  credit  must  be  made  within 
2  years  of  the  date  of  the  Contract  of  Guarantee  and  the  final  maturity  must  be 
within  3  years  of  the  line  of  credit  agreement. 

Funding  for  this  program  was  appropriated  in  FY  1993.  No  new  program  funding  was 
appropriated  for  FY  1994  nor  is  it  being  requested  for  FY  1995.  This  program  is  a 
guaranteed  revolving  line  of  credit  available  only  when  a  Secretarial  disaster 
designation  is  issued.  No  subsidy  or  program  was  obligated  in  FY  1993.  The  FY  1993 
appropriated  amounts  will  remain  available  until  expended,  but  not  beyond  FY  2009. 


466 


■ 

*  *■* 
•>  •> 
« i. 

—  a 
"D  — 

|i 

« »■ 

o 

ll 

>   a 

—  2 

C  f 

•  •- 
o 

—  c 


2 

8 


ll 

M 

8° 

• 
u 

"> 

L 
41 
M 

FT  1995  1 
Loan  level 

SO 
SO 

o  o 

44 

I 

41 
> 
4> 

O 

41 
> 

Decrease 
Subsidy 

SO 
S-9.000 

o  o 

4. 
O 

u 

• 
in 

it  (mated        Increase  or 
Subsidy  :  loan  level 

SO  :        SO 
S9.000  :   S- 18.610 

o  o 

4* 
O  O 

o 
o 

©■* 

44 

5 

49 

C 
3 

at 

• 

o 

i 

1! 

FT  1994  Ei 
Loan  level 

SO 
S18.610 

o  o 

40 
44 

account  Mill 
Statement. 

kctual 

Subsidy 

SO 
SO 

o  o 

44 

'eorganltatlon  plan  this 
es  and  Expenses  Project 

FT  1993  / 
Loan  Level 

SO 
SO 

o  o 

«•  o 

I 

o> 
o 

u 

a. 

41 

iii'l 

S  3  e 

u.    * 

C 

—    1 

O    k 

*  \ 

< 

L. 

4> 

o 

> 

a 
u 

| 

Total: 

Note.-  Under  the  Secretary's  proposed  i 
Staff-years  are  reflected  In  the  Salar 

Tuesday,  March  8,  1994. 
RURAL  ELECTRIFICATION  ADMINISTRATION 

WITNESSES 

BOB  NASH,  UNDER  SECRETARY  FOR  SMALL  COMMUNITY  AND  RURAL 
DEVELOPMENT,  DEPARTMENT  OF  AGRICULTURE 

WALLY  BEYER,  ADMINISTRATOR,  RURAL  ELECTRIFICATION  ADMINIS- 
TRATION 

RUTH    RAYMOND,    DHtECTOR,    OFFICE    OF    BUDGET,    RURAL    ELEC- 
TRIFICATION ADMINISTRATION 

BARBARA  EDDY,  DEPUTY  ASSISTANT  ADMINISTRATOR— TELEPHONE, 
RURAL  ELECTRD7ICATION  ADMINISTRATION 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

Mr.  Durbin.  Good  morning  and  welcome  to  this  meeting  of  the 
Subcommittee  on  Agriculture  and  Related  Agencies.  This  morning 
we're  considering  the  budget  request  of  the  Rural  Electrification 
Administration. 

We're  happy  to  have  with  us  the  Under  Secretary  for  Small  Com- 
munity and  Rural  Development,  Bob  Nash;  Wally  Beyer,  the  Ad- 
ministrator of  REA;  Ruth  Raymond,  Director  of  the  Office  of  Budg- 
et of  REA;  and  Steve  Dewhurst,  the  Budget  Officer  for  the  depart- 
ment. 

Mr.  Nash,  welcome,  and  at  this  point,  we  will  make  your  state- 
ment a  part  of  the  record,  and  invite  you  to  summarize  it  and  high- 
light it  as  you  see  fit. 

Under  Secretary's  Statement 

Mr.  Nash.  Mr.  Chairman,  thank  you  very  much.  I  am  very  glad 
to  be  here  today.  Also,  Congressman  Skeen,  thank  you  very  much. 

Let  me  just  summarize  my  statement  and  say  that  what  we're 
trying  to  do  in  my  mission  area  is  to  improve  the  quality  of  life  for 
people  who  live  and  work  in  rural  America. 

I  want  to  make  a  couple  of  broad  statements  about  the  direction 
the  agencies  in  my  mission  area  are  taking,  and  then  ask  Wally 
Beyer  to  provide  more  specific  information  on  the  budget. 

As  you  are  aware,  the  budget  agreement  last  year  between  the 
Administration  and  Congress  placed  some  strict  limitations,  and 
what  we've  tried  to  do  is  to  fulfill  our  obligation,  and  at  the  same 
time,  adhere  to  those  limitations. 

In  fact,  the  budgets  for  the  mission  area  in  general  have  about 
a  $1.2  billion  increase  in  loan  and  grant  authority;  $8.3  billion  in 
fiscal  year  1994,  to  about  $9.5  billion  in  1995. 

We're  still  trying  to  adhere  to  our  commitment  to  rural  America. 
Rural  America  not  only  includes  business  programs,  but  family 
farm  credit  programs,  and  when  you  include  those  credit  programs, 
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we  have  an  increase  of  about  $13.2  billion  in  1995  as  compared  to 
$12  billion  in  1994. 

The  comment  I  made  earlier  about  difficult  decisions  is  very, 
very  true,  but  the  budget  as  a  whole  continues  to  emphasize  the 
importance  we  place  on  rural  America. 

Infrastructure,  as  you  know,  is  important — child  care  facilities, 
nursing  homes,  fire  stations,  water,  sewer,  electric,  telephone,  all 
these  are  very  important  infrastructure.  You  must  have  infrastruc- 
ture development  in  rural  areas  if  it  is  going  to  grow.  Job  creation 
is  also  important. 

So  in  addition  to  placing  emphasis  on  farm  job  creation,  we  are 
also  trying  to  place  as  much  emphasis  as  we  can  on  non-farm  job 
development.  We  all  know  that  in  order  for  rural  development  to 
prosper,  that  rural  people  must  be  as  self-sufficient  as  possible. 

Some  examples  of  the  business  development  aspect  of  our  pro- 
grams which  include  increases  are  the  intermediary  re-lending  pro- 
gram where  we  make  loans  to  non-profits,  who  in  turn  make  loans 
to  small  businesses,  and  also  a  larger  loan  program,  the  business 
and  industry  loan  program  where  mostly  loans  are  made  to  manu- 
facturing plants. 

Nothing  is  more  important  than  jobs  in  rural  America,  and  that 
will  be  a  continued  emphasis  in  the  rural  development  mission 
area. 

The  Government  cannot  be  the  main  provider  of  credit  in  rural 
areas.  That  has  to  be  done  by  the  private  sector,  so  we're  going  to 
be  seeking  additional  opportunities  to  work  with  commercial  banks, 
non-profit  community  development  corporations,  and  others  who 
are  concerned  about  providing  credit  in  rural  America. 

Our  job,  I  think,  is  to  be  of  assistance,  get  out  of  the  way  and 
not  try  to  replace  what  commercial  lenders  can  do,  so  you  will  see 
a  renewed  emphasis  on  partnerships  with  the  private  sector. 

One  example  is  the  new  empowerment  zone  program  introduced 
by  the  President  and  passed  by  this  Congress.  We  feel  like  this  is 
going  to  be  a  very  good  program  for  some  parts  of  rural  America. 
It  emphasizes  partnerships  between  the  private  sector,  state  gov- 
ernment, local  government,  and  non-profit  organizations. 

You've  already  heard  Secretary  Espy  talk  about  his  reorganiza- 
tion plan.  The  rural  development  mission  area  is  going  through 
major  changes  as  we  reorganize. 

We're  trying  to  organize  our  work  into  three  basic  areas.  One, 
rural  infrastructure — we  want  to  utilize  the  expertise  and  the  expe- 
rience of  the  rural  electric  co-ops.  They  can  take  a  project  from  be- 
ginning to  end,  managing  money,  people,  and  use  that  expertise  to 
take  care  of  water,  sewer  and  waste  water,  and  solid  waste  issues. 

So  you  will  see  a  renewed  emphasis  under  the  new  proposed 
Rural  Utility  Service  for  that  area. 

Secondly,  rural  business  and  cooperative  development — what  we 
want  to  try  to  do  is  focus  on  rural  development  that's  not  nec- 
essarily related  to  production  agriculture. 

The  large  numbers  of  people  who  are  not  working  on  the  farms 
also  need  opportunities,  so  we're  going  to  try  to  have  a  focused  ef- 
fort by  taking  all  of  the  rural  business  and  the  co-op  development 
programs  and  place  them  in  one  agency. 
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Housing  continues  to  be  an  important  need  in  rural  America. 
What  we're  trying  to  do  is  to  take  the  Farmers  Home  housing  pro- 
grams and  put  them  in  a  new  rural  housing  and  community  facili- 
ties program. 

In  addition  to  that,  we're  talking  about  fire  stations,  health  cen- 
ters, and  other  programs  that  rural  areas  are  very  interested  in. 

Later  on,  you  will  hear  from  Paul  O'Connell  who  is  with  the  Al- 
ternative Agricultural  Research  and  Commercialization  Center. 
That  program  will  also  be  a  part  of  Rural  Business  and  Coopera- 
tive Development  agency.  This  is  an  effort  to  not  only  provide  jobs 
for  community  members,  but  to  provide  new  markets  for  farmers 
utilizing  non-food  and  non-feed  products. 

One  of  the  things  that  I  want  to  emphasize  is  that  we  at  USDA 
feel  that  people  in  rural  areas  have  as  much  right  to  a  good  quality 
of  life  as  people  in  suburban  areas  or  cities.  You  can  expect  to  see 
a  renewed  emphasis  on  our  part  to  make  rural  America  a  better 
place  for  people  to  live  and  work. 

I  want  to  conclude  my  statement  and  say  that  I  look  forward  to 
working  with  the  Subcommittee  on  new  directions  in  our  programs. 

I  would  like  to  introduce  the  agency  administrator  for  the  Rural 
Electrification  Administration,  Wally  Beyer,  who  will  provide  you 
more  specific  information  on  the  Rural  Electrification  Administra- 
tion's budget. 

That  concludes  my  statement,  Mr.  Chairman. 

Mr.  Durbin.  Mr.  Beyer. 

Administrator's  Statement 

Mr.  Beyer.  Thank  you,  Mr.  Chairman.  I  am  Wally  Beyer,  and  I 
am  very  pleased  to  be  here,  and  with  your  permission,  I  would  like 
to  make  a  few  remarks,  and  ask  that  my  statement  be  submitted 
for  the  record. 

I  was  hired  by  Mr.  Nash  and  Mr.  Espy  as  a  special  assistant  to 
the  administrator  on  November  1st,  and  sworn  in  by  Secretary 
Espy  as  the  13th  administrator  of  the  Rural  Electrification  Admin- 
istration on  November  30th. 

I'm  honored  and  excited  to  be  in  the  Agency,  and  have  the  oppor- 
tunity to  be  in  public  service,  particularly  at  this  time.  With  all  of 
the  changes  that  are  taking  place,  I  can't  think  of  a  more  exciting 
time  to  come  into  the  program. 

It's  a  new  day  for  rural  America.  It's  a  new  opportunity  to  ex- 
pand rural  infrastructure,  economic  development,  and  job  creation 
with  the  leadership  that  is  coming  from  the  President,  Secretary 
Espy,  and  Under  Secretary  Bob  Nash. 

I  worked  for  and  managed  a  rural  electric  cooperative  in  North 
Dakota  for  30  years,  so  I  come  from  the  user  end  of  the  program. 
It's  exciting  for  me,  and  I  hope  that  I  can  bring  some  of  that  experi- 
ence to  the  Agency  for  continued  growth  and  the  accelerated  devel- 
opment of  the  rural  areas. 

I'm  a  strong  supporter  of  the  Federal/local  partnership,  and  I 
know  that's  very  critical  and  important  for  the  continued  growth 
and  development  of  infrastructure,  new  resource  creation,  and  jobs 
in  rural  America. 
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If  you  will  permit  me,  I  would  like  to  just  highlight  some  of  the 
major  activities  of  the  Agency  in  the  last  four  months,  Mr.  Chair- 
man. 

First  of  all,  we  developed  and  published  regulations  for  the  1993 
Loan  Restructuring  Act,  and  we  are  now  making  loans  under  that 
new  authority. 

We've  also  been  working  very  closely  with  FFB  in  repricing  and 
refinancing  of  high  interest  rate  FFB  loans,  particularly  for  genera- 
tion and  transmission  borrowers.  To  date,  we  have  processed  $4.6 
billion  in  repricing,  and  the  refinancing  is  coming  along  well.  In 
fact,  I  signed  the  first  refinancing  package  yesterday  that  will  go 
to  FFB  with  a  closing  date  of  tomorrow.  So  that  process  is  under- 
way; and  that  issue  is  behind  us.  We  are  in  the  processing  mode. 

There's  a  potential  of  $10  billion  in  repricing  and  refinancing  for 
high  interest  rate  FFB  loans.  Should  they  all  be  refinanced  or  re- 
priced, it  would  mean  an  estimated  $300  million  annual  savings  to 
rural  electric  borrowers  and  consumers  in  this  country. 

I  want  to  say  at  this  point  that  FFB  has  worked  shoulder  to 
shoulder  with  REA  in  this  effort  to  accomplish  the  repricing  and 
the  refinancing. 

We've  also  developed  and  published  demand  side  management 
regulations,  and  in  fact,  are  working  with  one  borrower  group  now 
in  the  potential  of  financing  some  demand-side  equipment. 

We've  also  been  involved  in  some  territorial  matters.  We  wrote 
a  position  memorandum  to  the  borrowers  just  last  month  on  terri- 
torial activity.  We're  concerned  and  want  to  help  the  borrowers  in 
maintaining  territorial  integrity  for  their  systems. 

This  week  we  are  publishing  the  prepayment  of  REA  loan  regula- 
tions so  that  borrowers  can  prepay  whatever  loans  they  choose 
from  REA. 

We've  also  been  working  on  the  reorganization  plan,  as  Mr.  Nash 
stated.  It's  a  very  high  human  resource  activity  at  this  point,  and 
we  are  looking  forward  with  a  great  deal  of  excitement  to  move  the 
REA  programs  in  with  RDA,  the  electric,  telephone,  rural  water, 
and  waste  water,  for  continued  development  of  rural  infrastructure 
in  America. 

Reorganization  makes  sense,  and  we're  just  happy  to  be  a  part 
of  it. 

Mr.  Chairman,  that  concludes  my  remarks.  I  will  be  happy  to  re- 
spond to  any  questions. 

We  also  have  with  us  today  our  program  assistant  administra- 
tors in  back  of  us,  and  our  budget  director,  Ruth  Raymond,  sitting 
next  to  me,  who  will  assist  us  in  responding  to  questions. 

[Clerk's  note. — Biographies  for  REA  witnesses  appear  on  pages 
535  through  537.  Mr.  Beyer's  statement  appears  on  pages  538 
through  544.  The  budget  explanatory  notes  for  Rural  Electrification 
Administration  appear  on  pages  545  through  599. 

REA  RESTRUCTURE  AGREEMENT 

Mr.  Durbin.  Thank  you  very  much.  Let  me  ask  you,  either  Mr. 
Nash  or  Mr.  Beyer,  to  react  to  the  following  observation. 

Last  year  the  rural  electric  co-ops  worked  with  Congress  and  the 
Administration  to  restructure  REA,  and  its  program  to  realize  sub- 
stantial Federal  budget  savings.  We  reduced  the  entire  cost  of  REA 
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from  $243  million  to  $137  million,  a  43  percent  cut  which  the 
President  signed  into  law  in  November  of  last  year.  We're  claiming 
major  reform  of  the  REA  lending  program. 

At  that  time,  we  were  told  that  a  long-term  agreement  had  been 
reached. 

This  year's  budget  contains  additional  deep  cuts  in  REA  pro- 
grams beyond  the  agreement  of  last  year.  Some  of  the  more  specific 
ones — electric  hardship  loans,  from  $125  million  to  $25  million; 
telephone  hardship  loans  were  eliminated  from  $100  million  level; 
and  many  others. 

Can  you  tell  me  how  we  might  explain  to  the  co-ops  that  the 
agreement  which  they  believed  was  a  sound  one  and  a  long-term 
one  last  year,  has  been  superceded  by  this  year's  budget  request? 

Mr.  Nash.  Mr.  Chairman,  I  realize  that  is  a  very  important  and 
serious  question,  and  the  best  response  I  can  give  is  that  the  budg- 
et caps,  that  we  all  are  under,  has  forced  us  to  make  very,  very 
tough  decisions,  and  to  live  within  our  means. 

That  the  budget  that  you  are  examining  recognizes  that  those 
caps  and  constraints  that  we  have.  They  do  not  allow  us  to  do  what 
we  would  like  to  do.  We  just  have  to  live  with  those  constraints. 
I  don't  think  we  have  an  option  in  that  regard. 

FEDERAL  ASSISTANCE  TO  OTHER  UTILITIES 

Mr.  Durbin.  Well,  let  me  ask  you  this.  There  are  other  electric 
utilities  in  the  United  States  other  than  REA  co-ops. 

Mr.  Nash.  Yes,  there  are. 

Mr.  Durbin.  And  we  provide  a  subsidy  to  those  other  utilities. 
I  am  told  by  representatives  of  the  Rural  Electric  Cooperative  Asso- 
ciation that  Federal  assistance  to  co-ops  amounts  to  about  $39  per 
customer.  Investor-owned  utilities  collect  taxes  that  are  never  paid 
and  benefit  from  accelerated  depreciation  amounting  to  $60  per 
customer,  and  municipal  systems'  tax-free  bonds  amount  to  assist- 
ance of  $92  per  customer. 

So  the  level  of  Federal  assistance  to  rural  electrics  is  much  lower 
than  comparable  levels  of  assistance  through  the  tax  code  to  inves- 
tor-owned utilities,  as  well  as  municipal  systems. 

Now,  if  we  are  asking  REA  to  live  within  its  means,  has  the  Ad- 
ministration proposed  changes  that  would  result  in  less  federal  as- 
sistance to  these  other  types  of  providers? 

Mr.  Nash.  Mr.  Chairman,  I  am  not  aware  of  proposals  by  the  Ad- 
ministration to  change  the  tax-exempt  municipal  borrowing  rate.  I 
believe  your  facts  are  correct. 

I  think  one  difference  is,  and  not  in  defense  or  opposition  to  your 
statement,  that  the  tax-exempt  bonds  are  issued.  It  is  not  on  budg- 
et. I  mean,  those  budget  figures  are  hard  to  get  hold  of.  They  don't 
really  find  their  way  into  the  budget — it  is  money  the  Government 
doesn't  collect,  as  opposed  to  budget  authority  that  we're  asking  for 
the  REA.  So  it  is  viewed  a  little  differently. 

I  think  that  probably  skews  the  comparison.  I'm  not  saying  it's 
fair,  but  I  am  not  aware  of  any  changes  in  the  tax-exempt  munici- 
pal rates,  and  I  think  your  figures  are  accurate. 

Mr.  Durbin.  In  terms  of  the  net  impact  on  the  deficit,  whether 
it's  taxes  that  are  not  collected  or  money  that  is  spent,  the  result 
is  the  same — it  increases  the  deficit. 
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Mr.  Nash.  Yes,  sir. 

Mr.  Durbin.  And  so  when  we  go  and  attempt  to  reduce  the  defi- 
cit by  reducing  expenditures  for  REA  without  considering  these 
other  utilities,  I  think  that  really  begs  the  question  as  to  whether 
or  not  this  is  a  fair  approach? 

I  would  like  to  see  the  lowest  possible  utility  rates  for  every 
American,  whether  they  live  in  the  rural  areas  or  the  city  that  I 
live  in  which  has  a  municipal-owned  utility. 

But  we  also  have  to  ask  for  some  balance  in  fairness  in  terms 
of  Federal  policy,  especially  if  it  is  being  done  in  the  name  of  deficit 
reduction.  I  question  whether  or  not  the  Administration's  proposal 
this  year  on  the  REA  does  that. 

I  think  frankly  the  agreement  last  year  was  considered  to  be  a 
long-term  agreement  which  apparently  has  been  quickly  forgotten. 
I  hope  we  can  address  that  in  the  subcommittee. 

PRIORITIZING  LOANS 

Now  let  me  address  a  couple  of  other  issues.  We  have  been  told 
during  the  course  of  testimony  before  our  subcommittee  that  the 
REA  co-ops  have  a  first-come,  first-serve  basis  in  terms  of  loans 
that  were  given.  That  seems  to  me  to  be  very  short-sighted,  and  we 
have  raised  that  in  previous  years. 

We  asked  whether  or  not  the  REA  could  develop  criteria  for 
prioritizing  loans  to  get  away  from  some  of  the  scandalous  activi- 
ties in  the  past. 

I  mean,  I've  got  to  be  honest  with  you.  I  hope  I'm  viewed  as  one 
of  the  strongest  supporters  of  REA,  and  yet  when  they  tell  me 
about  some  of  the  loans  that  have  been  given  through  REA,  they 
seem  rather  far-afield  from  the  mission  of  the  Agency,  and  the  need 
for  rural  economic  development. 

One  of  the  excuses  that  has  been  given  to  this  subcommittee  is 
that  you  take  these  loan  applications  on  a  first-come,  first-serve 
basis.  You  don't  prioritize  what  are  the  most  important  loans. 

I  am  told  that  there  have  been  efforts  to  draw  up  regulations  for 
prioritizing  loans.  Can  Mr.  Beyer,  or  you,  Mr.  Nash,  tell  us  a  little 
bit  about  that? 

Mr.  Nash.  Mr.  Beyer  will  respond. 

Mr.  Beyer.  Yes,  Mr.  Chairman,  I  will  respond  to  that.  The  fact 
of  the  matter  is,  the  Loan  Restructuring  Act  of  1993  did  build  in 
some  targeting,  and  the  regulations  that  we  developed  accommo- 
date that.  There  is  some  targeting  on  a  need  basis  now  in  the  loan 
regulations. 

We're  also  working  on  rural  development  regulations  at  this 
time,  and  going  to  introduce  some  targeting  concepts. 

[Clerk's  note. — Subsequent  to  the  hearing,  additional  informa- 
tion related  to  prioritizing  loans  was  provided.  The  information  fol- 
lows:] 

In  the  electric  program,  the  recent  creation  of  a  hardship  loan  program  with  spe- 
cific criteria  for  eligibility  should  more  equitably  allocate  subsidies  towards  the 
needier  borrowers.  Provision  has  also  been  made  so  that  if  in  a  given  year  the  funds 
available  for  hardship  loans  are  exhausted,  borrowers  that  would  qualify  for  the 
hardship  rate  have  the  option  to  obtain  a  municipal  rate  loan  without  supplemental 
financing.  Distribution  borrowers  may  also  choose  to  request  a  guaranteed  loan  in 
cases  where  they  want  to  obtain  a  loan  more  quickly.  This  option  is  typically  used 
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by  the  more  financially  sound  borrowers.  We  are  carefully  monitoring  the  system 
to  determine  the  effectiveness  of  this  prioritization. 

In  the  telephone  program,  the  Rural  Electrification  Loan  Restructuring  Act  of 
1993  created  a  priority  system  based  on  density  and  Times  Interest  Earned  Ratio 
(TIER)  that  allocated  borrowers  to  various  lending  programs — hardship  at  an  inter- 
est rate  of  5  percent,  concurrent  at  Treasury  rates,  and  guaranteed.  In  the  tele- 
phone program,  hardship  loans  are  further  prioritized  by  loan  purpose,  density,  and 
TIER. 

RURAL  DEVELOPMENT  REGULATIONS 

Mr.  Durbin.  When  will  the  regulations  go  into  effect?  When  can 
we  expect  to  see  final  rules? 

Mr.  Beyer.  The  rural  development  regulation  they're  working  on 
now  should  be  published  this  week  or  next  week. 

Mr.  Durbin.  I'm  looking  forward  to  that.  I  hope  that  by  using 
those  standards,  we  can  avoid  some  of  the  things  that  have  hap- 
pened in  the  past  which  have  brought  criticism  on  the  Agency — 
some  of  it  deserved,  some  of  it  undeserved — but  the  priority  list 
may  make  that  a  little  easier  to  deal  with. 

DISTANCE  LEARNING  AND  MEDICAL  LINK 

I  really  think  the  Administration  has  made  a  very  serious  error 
in  cutting  the  Distance  Learning  and  Medical  Link  Program. 

As  I  hear  the  Vice  President  talk  about  information  super- 
highways, and  think  about  what  this  means  to  the  people  that  I 
represent  in  small  town  America,  we  have  got  to  find  ways  to  link 
up  this  new  information  network  with  small  towns  and  people  liv- 
ing in  rural  areas. 

The  poverty  rate  in  rural  America  is  still  entirely  too  high.  It  has 
been  higher  than  urban  America  since  1980.  We  still  have  some  69 
million  people  living  in  small  town  America,  roughly  a  little  over 
a  fourth  of  the  population  of  our  country. 

It  strikes  me  that  it  is  very  short-sighted  for  us  to  reduce  dem- 
onstration and  research  projects  that  extend  this  new  and  ad- 
vanced technology  to  rural  areas. 

Let  me  ask  you,  Mr.  Nash,  what  did  you  have  in  mind  when  you 
cut  this  program,  some  alternative  program  that  rural  communities 
could  turn  to  to  find  the  same  type  of  assistance? 

Mr.  Nash.  Mr.  Chairman,  the  Distance  Learning/Medical  Link 
Program  is  a  very  important  program  to  rural  America.  Again,  we 
tried  to  adhere  to  the  constraints  we  have.  We're  going  to  have  to 
do  the  best  we  can  with  what's  proposed. 

There  is  an  additional,  I  believe,  $15  million  in  a  similar  type 
program  for  rural  businesses  which  is  in  the  Rural  Development 
Administration.  It's  not  medical,  schools  or  educational  institutions, 
but  it  is  still  a  part  of  tying  together  urban  areas  and  rural  areas. 

For  an  example,  a  lot  of  small  companies  in  rural  America  that 
supply  larger  companies  in  suburban  and  urban  areas  might  be  in- 
volved in  this  just  in  time/inventory  concept.  If  you  don't  have  ade- 
quate communications  between  the  small  rural  companies  and  the 
larger  urban  companies,  some  of  these  smaller  ones  might  not  be 
in  business,  so  that's  one  example. 

Again,  it  doesn't  replace  it,  but  it  is  related  to  it.  I'm  a  proponent 
of  the  program  and  we're  going  to  do  the  best  we  can  with  the  dol- 
lars that  we're  given. 
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Mr.  Durbin.  For  the  record,  would  you  provide  a  list  of  all  ap- 
proved projects  for  the  Distance  Learning  and  Medical  Link  Pro- 
gram? 

Mr.  Beyer.  A  list  of  all  approved  projects  for  the  Distance  Learn- 
ing and  Medical  Link  Grant  Program  will  be  provided  for  the 
record. 

[The  information  follows:] 
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Rural  Electrification  Administration-  USDA 
Distance  Learning  and  Medical  Link  Grant  Program 


Selections  Made  on  November  5,  1 993 


Sorted  by  Stale 


State 

ORGANIZATION   NAME 

TYPE 
Medical  or 
Educational 

TOTAL  REA 

GRANT 

DOLLARS 

AK 

YUKON-KUSKOKWINN  HEALTH  CORPORATION 

Medical 

$500,000 

AR 

BAPTIST  MEDICAL  CENTER  ARKADELPHIA 

Medical 

$49,780 

CO 

EAST  CENTRAL  BOARD  OF  COOP.  EDUCATIONAL  SERVICES 

Educational 

$291 ,301 

ID 

COLLEGE  OF  SOUTHERN  IDAHO 

Educational 

$500,000 

IL 

SHAWNEE  COMMUNITY  COLLEGE 

Educational 

$500,000 

IN 

METHODIST  HOSPITAL  OF  INDIANA 

Medical 

$183,000 

KS 

COMMUNITY  HOSPITAL,  ONAGA,  INC. 

Medical 

$498,800 

KY 

CUNTON  COUNTY  SCHOOL  DISTRICT 

Educational 

$500,000 

LA 

LNORTHWESTERN  STATE  UNIVERSITY  OF  LOUISIANA 

Educational 

$499,900 

Ml 

UPPER  GREAT  LAKES  EDUCATIONAL  TECHNOLOGIES,  INC. 

Educational 

$373,894 

MN 

INDEPENDENT  SCHOOL  DISTRICT  #262 

Educational 

$221,476 

MO 

CITIZENS  MEMORIAL  HOSPITAL  DISTRICT 

Medical 

$180,000 

MT 

DEACONESS  MEDICAL  CENTER 

Medical 

$482,910 

MT 

RiCHEY  SCHOOL  DISTRICT 

Educational 

$118,012 

NC 

UNIVER.  OF  NC  AT  WILMINGTON;  DIVISION  FOR  PUBLIC  SERVICE 

Educational 

$484,452 

ND 

UNIVERSITY  OF  NORTH  DAKOTA 

Educational 

$497,186 

ND 

NEW  DIMENSIONS  INFORMATION  AUTHORITY 

Educational 

$97,472 

NV 

UNIVERSITY  &  COMMUNITY  COLLEGE  SYSTEM  OF  NEVADA 

Educational 

$400,000 

NY 

THE  MARY  IMOGENE  BASSETT  HOSPITAL 

Medical 

$494,755 

OK 

NORTHWEST  OKLAHOMA  TECHNOLOGY  CONSORTIUM,  INC. 

Educational 

$477,700 

PA 

TOWANDA  AREA  SCHOOL  DISTRICT 

Educational 

$493,595 

SC 

LOW  COUNTRY  GENERAL  HOSPITAL 

Medical 

$25,000 

SD 

ELM  VALLEY  SCHOOL  DISTRICT 

Educational 

$500,000 

TN 

MONROE  COUNTY  SCHOOLS 

Educational 

$486,215 

TX 

STAR  SCHOOL  INDEPENDENT  DISTRICT 

Educational 

$481,568 

VA 

SHENANDOAH  COUNTY  PUBUC  SCHOOLS 

Educational 

$73,680 

Wl 

WEST  WING  (BALDWIN- WOODVILLE  SCHOOL  DISTRICT) 

Educational 

$500,000 

WY 

TRI -VALLEY  CONSORTIUM  C/O  ST.  JOHN'S  HOSPITAL 

Medical 

$89,304 

19 
_9 
28 


26 


Educational 

Medical 

Total 


$7,496,451 

2,503,549 

$10,000,000 


States  are  represented  in  the  $1 0,000,000  group. 
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Mr.  Durbin.  What  is  the  criteria  for  consideration  in  this  pro- 
gram? 

Mr.  Beyer.  The  evaluation  and  selection  of  applications  for  fund- 
ing is  based  on  a  competitive  process  that  judges  all  applications 
on  their  merits  using  criteria  published  in  the  Agency's  regulations. 
The  criteria  published  in  the  regulation  include  how  well  the  appli- 
cant has  analyzed  the  costs  versus  the  benefits  of  employing  ad- 
vanced technology,  and  has  demonstrated  the  cost  effectiveness  of 
the  proposed  system;  whether  the  applicant  has  chosen  from  a 
range  of  options  the  most  cost-effective  system  design  and  equip- 
ment to  accomplish  stated  goals;  the  demonstrated  financial  need 
of  the  applicant  for  REA  grant  funding;  whether  the  project  is  sus- 
tainable to  ensure  long-term  success;  and  how  well  the  applicant 
has  documented  and  clearly  established  the  need  for  advanced 
technology  in  order  to  provide  essential  medical  and/or  educational 
services. 

Mr.  Durbin.  Are  requests  approved  at  the  Washington  level? 

Mr.  Beyer.  Yes,  final  selections  for  this  program  are  made  in 
Washington  by  the  REA  Administrator. 

Mr.  Durbin.  What  is  the  maximum  size  of  a  grant  established 
in  the  authorizing  legislation  and  what  are  the  limits  established 
by  regulation? 

Mr.  Beyer.  The  authorizing  legislation  that  established  the  Dis- 
tance Learning  and  Medical  Link  Grant  Program  in  1990  did  not 
establish  the  maximum  size  of  the  grant.  The  regulation  imple- 
menting the  program  established  that  the  maximum  grant  amount 
awarded  to  a  project  in  a  given  fiscal  year  will  not  exceed  ten  per- 
cent of  appropriated  funds  for  the  fiscal  year.  The  maximum  size 
is  currently  $500,000. 

Mr.  Durbin.  What  is  the  backlog  of  requests  in  terms  of  applica- 
tions and  dollars? 

Mr.  Beyer.  The  number  of  applications  under  consideration  for 
the  application  period  that  ended  on  January  31,  1994,  is  281  ap- 
plications totalling  approximately  $88  million.  They  consist  of  182 
educational  applications  for  $65  million  and  99  medical  applica- 
tions for  $23  million. 

Mr.  Durbin.  What  is  the  status  of  the  FY  1994  program? 

Mr.  Beyer.  The  review  process  is  currently  underway  for  the  281 
applications  that  REA  received  for  consideration  as  of  the  January 
31,  1994  deadline.  The  initial  review  will  take  place  at  the  local 
level  through  collaboration  with  17  land  grant  universities  in  17 
states  throughout  the  country.  REA  is  in  the  process  of  sending 
copies  of  the  applications  to  the  coordinator  at  each  site.  After  the 
initial  reviews  are  completed,  the  coordinator  at  each  land  grant 
university  will  return  the  results  of  the  review  team's  evaluations 
to  REA.  The  Rural  Development  Assistance  Staff  will  then  evaluate 
the  highest  ranking  applications  in  accordance  with  criteria  estab- 
lished in  the  Agency's  regulations.  Based  on  the  current  time 
schedule  for  the  Agency's  review  process,  the  Administrator  antici- 
pates making  the  final  selection  in  the  Fall  of  1994. 

LEGISLATIVE  LANGUAGE 

Mr.  Durbin.  Most  of  the  budget  for  USDA  is  based  on  current 
law  and  legislative  proposals  are  to  be  submitted  to  the  appropriate 
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Committee  of  Congress.  Why  do  you,  in  the  case  of  REA,  request 
the  Appropriations  Committee  to  make  legislative  changes? 

Mr.  Beyer.  In  recent  years,  the  Administration  has  found  it  ex- 
pedient to  include  legislative  changes  in  the  budget.  If  adopted, 
these  modifications  are  in  effect  for  only  one  year.  Obtaining 
changes  may  be  more  time  consuming  through  the  legislative 
process. 

BUDGET  REQUEST 

Mr.  Durbin.  For  the  record  please  provide  a  table  that  shows 
what  the  agency  budget  request  was  to  the  department  and  what 
the  Department's  request  was  to  OMB  and  what  the  OMB  allow- 
ance was.  Please  provide  this  for  each  REA  program. 

[The  information  follows:] 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

FY  1995  Appropriation  History  Record 
Loan  and  Grant  Levels 
(dollars  in  thousands) 


Loans 

and  Grants 

Jury 

September 

January 

Agency 
Request  to 
Department 

Department 

Request  to 

OMB 

Budget 
Request 

Electric  Proqram: 

isury  Rate 
1  Rate 

$90,000 
700,000 

$25,000 
500,000 
200,000 

$25,000 
500,000 
200,000 

Direct,  REA 
Direct,  REA  Tre; 
Direct,  Municipa 

Subtotal,  Direct 

Direct,  FFB 
Total,  Electric  Program 

Telephone  Proaram: 

790,000 

725,000 

725,000 

275,000 

275,000 

275,000 

1,065,000 

1,000,000 

1,000,000 

50,000 
200,000 
120,000 

236,287 
118,143 

236,287 
118.143 

Direct,  REA 

Direct,  REA  Treasury  Rate 

Direct,  FFB 

Subtotal,  RETL 

Rural  Telephone  Bank: 

370,000 

354.430 

354.430 

200,000 

175.000 

175,000 

Direct,  Cost  of  Funds 
Direct,  Treasury  Rate 
Subtotal,  RTB 

Investment  Proposal: 

200,000 

175,000 

175,000 

25.000 
25,000 





Direct,  REA  Telephone 
Direct,  RTB  Treasury  Rate 
Subtotal,  Investment  Loans 
Total,  Telephone  Program 

Rural  Economic  Development 

50,000 





620,000 

529,430 

529,430 

40,000 

12,865 

12,865 

Subtotal.  Loan  &  Investments 

1.725.000 

1.542.295 

1.542.295 

Grants: 

Rural  Economic  Development      a/ 
Distance  Learning  &  Medical  Link 
Subtotal,  Grants 

[9,600] 
40,000 

[9,600] 
5,000 

[9,600] 
5.000 

40,000 

5,000 

5,000 

TOTAL,  LOANS  AND  GRANTS 

1,765,000 

1,547,295 

1.547.295 

Salaries  and  Expenses 
Staff  Years 

43,002 
520 

39,938 
509 

38,339 
509 

a/  Interest  differential  on  cushion  of  credit  earnings  will  be  used  to  fund  these  grants. 
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RURAL   ELECTRIFICATION  ADMINISTRATION 

FY  1995  Appropriation  History  Record 

Subsidy  Budget  Authority 

(dollars  in  thousands) 


Loan  Subsidies 

July 

September 

January 

Agency 
Request  to 
Department 

Department 

Request  to 

OMB 

Budget 
Request 

Electric  Proaram: 

$14,436 
70,770 

$4,010 

450 

20,220 

$2,363 

350 

16,000 

Direct,  REA 

Direct,  REA  Treasury  Rate 
Direct,  Municipal  Rate 
Subtotal,  Direct 

Direct,  FFB 
Total,  Electric  Program 

Telephone  Proaram: 

85,206 

24.680 

18,713 

2,833 

2,833 

413 

88,039 

27,513 

19,126 

6.330 
40 

47 

47 

Direct,  REA 

Direct,  REA  Treasury  Rate 

Direct,  FFB 

Subtotal,  RETL 

Rural  Telephone  Bank: 
Direct,  Cost  of  Funds 
Direct,  Treasury  Rate 
Subtotal,  RTB 

Investment  Proposal: 

6.370 

47 

47 

2.980 

35 

35 

2,980 

35 

35 

3.165 

373 





Direct,  REA  Telephone 
Direct,  RTB  Treasury  Rate 

Subtotal,  Investment  Subsidies 

Total,  Telephone  Program 
Rural  Economic  Development 

3.538 





12,888 

82 

82 

10,472 

3,381 

3,077 

TOTAL,  LOAN  &  INVESTMENT  SUBSIDIES 

111,399 

30,976 

22,285 

78-307O-94-16 
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INTEREST  RATES 


Mr.  Durbin.  For  the  record,  provide  us  with  information  on  what 
the  current  interest  rates  for  electric  municipal  rate  loans  are  and 
what  they  would  be  if  you  had  authority  to  use  Treasury  rates. 

Mr.  Beyer.  For  the  second  quarter  of  fiscal  year  1994,  the  inter- 
est rate  for  municipal  rate  electric  loans  is  5.375  percent  and  the 
interest  rate  for  Treasury  rate  loans  is  6.17  percent. 

INTEREST  RATE  IMPACT 

Mr.  Durbin.  Last  year  subsequent  to  our  hearing,  we  were  ad- 
vised that  Under  Secretary  Nash  had  requested  further  analysis  on 
studies  being  done  to  determine  impacts  to  the  telephone  and  elec- 
tric consumer.  Can  you  please  tell  us  the  basics  of  that  study  and 
submit  the  details  for  the  record? 

Mr.  Beyer.  In  the  Telephone  Program,  an  analysis  was  made  of 
all  RE  A  5  percent  insured  loans  approved  during  fiscal  years  1991 
and  1992  to  determine  what  impact,  if  any,  various  interest  rate 
increases  would  have  on  borrowers  and  their  subscribers.  In  the 
electric  program,  an  analysis  was  done  on  88  randomly  selected 
electric  distribution  borrowers  to  determine  the  estimated  effect  on 
residential  electric  bills  from  increasing  the  interest  rates  from  5 
percent  to  Treasury  rate. 

A  copy  of  both  analyses  will  be  provided  for  the  record. 

[Clerk's  note. — The  summary  of  the  electric  analysis  is  printed 
in  the  record.  Due  to  its  length  the  details  of  the  studies  are  re- 
tained by  the  Committee.] 

[The  information  follows:] 
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Estimated  Effect  on  Residential  Electric  Bills  from  Increasing 
REA's  5  Percent  Interest  Rate  to  Treasury  Borrowing  Rate 

REA  has  completed  an  analysis  of  the  effect  of  increasing  the  interest 
rate  charged  by  REA  to  the  Treasury  cost  of  money  on  residential 
customers'  average  monthly  bills  for  88  randomly  selected  electric 
distribution  borrowers.   Specific  findings  are: 

*  Assuming  a  Treasury  borrowing  rate  of  6.8  percent  (1994 
Budget) ,  residential  electric  monthly  bills  in  1997  would 
rise  an  average  of  only  $0.97  or  1.08  percent.   The  range  is 
from  $.08  to  $3.27  per  month  (.1  to  2.77  percent).   In  2002, 
the  average  increase  would  be  $1.72  or  1.68  percent,  with  a 
range  of  $0.19  to  $5.89  (.21  to  4.44  percent). 

*  Assuming  a  lower,  6.0  percent  Treasury  rate  similar  to  the 
interest  rate  used  in  the  1995  Budget,  the  average  monthly 
residential  bill  would  increase  only  $0.79  or  .88  percent  in 
1997  and  $1.21  or  1.18  percent  in  2002. 

*  Assuming  a  higher,  8.5  percent  Treasury  rate,  the  average 
monthly  bill  would  increase  only  $1.35  or  1.50  percent  in 
1997,  with  a  range  of  $0.13  to  $4.09  (.15  to  3.46  percent). 
The  average  monthly  increase  for  three  out  of  four  borrowers 
is  estimated  at  only  $1.05  or  1.15  percent.   The  average 
increase  in  2002  is  $2.85  per  month  or  2.78  percent. 
Overall,  only  7  percent  of  all  borrowers'  bills  would  have 
to  be  increased  by  more  than  5  percent,  60  percent  of  all 
bills  would  increase  from  2  to  5  percent  and  the  remaining 
one-third  of  all  borrowers  would  have  to  raise  their 
residential  customers'  monthly  bills  by  less  than  2  percent 
in  2002. 

The  analysis  shows  that  the  effect  on  residential  rates  would  not 
begin  until  about  1997.   Assuming  that  borrowers  passed  all  interest 
cost  increases  through  to  their  customers,  the  increase  to  their 
monthly  bills  is  small. 
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Mr.  Durbin.  Just  what  is  the  average  increased  cost  to  the  user 
from  reforms  made  last  year? 

Mr.  Beyer.  The  municipal  interest  rate  loan  program  for  electric 
borrowers  resulting  from  last  year's  reforms  includes  a  provision  al- 
lowing borrowers  to  select  from  a  range  of  interest  rate  maturities 
with  rollovers  up  to  the  final  maturity  of  the  loan.  Consequently, 
it  is  impossible  to  predict  the  exact  interest  rates  for  loans  made 
under  this  program.  Based  on  a  borrowers'  interest  rate  changing 
from  five  percent  to  six  percent  on  new  loans,  it  is  estimated  that 
the  increase  in  monthly  cost  to  consumers  would  average  $.79  in 
1997  and  $1.21  in  2002. 

Telephone  borrowers  that  would  be  moved  from  the  five  percent 
loan  program  to  the  cost-of-money  program  would  see  an  increase 
of  approximate  one  percent  in  interest  rates.  An  estimate  of  the 
amount  to  be  paid  by  the  subscribers  is  a  monthly  increase  in  the 
average  telephone  bill  of  about  $0.52. 

Mr.  Durbin.  Also  tell  us  what  the  cost  will  be  from  your  new  pro- 
posals. 

Mr.  BEYER.  The  actual  increases  are  dependent  on  what  happens 
to  interest  rates.  However,  since  our  proposal  includes  a  mix  of  mu- 
nicipal and  Treasury  rate  loans  in  the  electric  program,  the  cost 
would  be  less  than  a  loan  program  based  solely  on  Treasury  rates. 

RURAL  VS.  URBAN  COSTS 

Mr.  Durbin.  Although  we  have  touched  on  this  many  times  in 
the  past,  I  believe  it  is  important  to  get  on  the  record  again.  De- 
scribe for  us  the  difference  in  cost  to  the  rural  users  for  telephone 
and  electric  service  and  the  rates  urban  users  have. 

Mr.  Beyer.  Studies  done  over  the  years  indicate  the  rural  elec- 
tric systems  do  have  rate  disparity.  Approximately  two-thirds  of 
the  rural  electric  systems  today  have  higher  rates  than  neighboring 
utilities,  in  some  cases  as  much  as  40  percent  higher.  The  actual 
disparity  varies  greatly  from  case  to  case.  In  general,  the  higher  in- 
vestment per  consumer  inherent  in  rural  systems  results  in  higher 
rates  to  the  end  user. 

For  telephone  service,  rural  residential  and  business  subscribers 
paid  average  monthly  rate  for  basic  service  of  $11.12  and  $18.32, 
respectively,  while  urban  residential  and  business  subscribers  paid 
$13.08  and  $32.38,  respectively.  These  figures  are  based  on  an  REA 
survey  of  its  borrowers  and  Federal  Communications  Commission 
data. 

PAPERWORK  REDUCTION 

Mr.  Durbin.  Last  year,  the  Committee  had  some  lengthy  discus- 
sions with  some  agencies  about  making  forms  more  user  friendly. 
At  that  time,  you  were  in  the  process  of  revising  REA's  mortgage 
forms.  Mr.  Huff  indicated  that  forms  had  not  been  revised  in  over 
20  years.  Has  all  the  work  been  done  on  that  project  and,  specifi- 
cally, what  changes  have  been  made  to  forms  to  make  them  more 
user  friendly? 

Mr.  Beyer.  Substantial  progress  has  been  made  on  the  work  to 
revise  and  update  the  standard  forms  of  the  REA  mortgage.  As  a 
first  step,  REA  published  a  final  rule  on  October  19,  1993,  which 
updates  and  streamlines  the  process  by  which  borrowers  can  obtain 
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a  lien  accommodation  for  outside  financing  under  the  existing 
forms  of  mortgage.  The  rule  updates  and  clarifies  the  procedures 
for  obtaining  a  lien  accommodation  under  the  existing  mortgage, 
allows  borrowers  that  meet  certain  criteria  to  obtain  automatic  ad- 
vance approval  of  a  lien  accommodation,  and  establishes  deadlines 
for  REA  to  act  on  lien  accommodation  requests.  These  changes 
make  the  existing  forms  of  mortgage  more  user  friendly. 

REA  also  published  an  interim  final  rule  on  January  28,  1994, 
that  waives  certain  requirements  and  operational  controls  con- 
tained in  the  existing  forms  of  mortgage  and  provides  for  automatic 
approval  of  lien  accommodation  requests,  in  the  case  of  borrowers 
whose  net  worth  exceeds  110  percent  of  their  outstanding  REA  and 
FFB  debt. 

In  addition  to  these  steps  to  make  the  existing  forms  of  mortgage 
more  user  friendly,  REA  is  working  with  our  borrowers  and  other 
lenders  to  completely  revise  the  existing  forms  of  mortgage.  One  of 
the  changes  is  to  establish  objective  financial  criteria  under  which 
a  mortgagor  can  issue  additional  debt  secured  under  the  mortgage 
without  having  to  obtain  approval  from  REA  or  the  other  mortga- 
gees. It  is  anticipated  that  a  proposed  rule  setting  forth  the  new 
form  of  mortgage  for  distribution  borrowers  will  be  published  by 
the  end  of  this  summer. 

PERSONNEL  REDUCTIONS 

Mr.  Durbin.  As  all  government  agencies  are  looking  to  downsize 
over  the  next  five  years,  how  do  REA  plan  to  attain  its  reduction 
goals? 

Mr.  Beyer.  REA  is  included  in  the  Secretary's  proposed  reorga- 
nization plan  and  will  become  part  of  the  Rural  Utilities  Service — 
RUS.  The  planned  organization  for  the  RUS  includes  staffing  with- 
in the  President's  reduced  targets.  As  the  reorganization  is  imple- 
mented, we  expect  to  achieve  some  additional  efficiencies  that  will 
allow  us  to  deliver  the  RUS  programs  with  the  planned  staff  levels. 

CONTRACT  EMPLOYEES 

Mr.  Durbin.  Please  provide  us  a  table  showing  the  number  of 
FTEs  have  been  converted  from  Federal  employees  to  contract 
workers  for  each  of  the  past  five  years. 

Mr.  Beyer.  REA  has  not  converted  any  FTEs  from  Federal  em- 
ployees to  contract  workers  in  the  past  five  years. 

G&T  BACKLOG 

Mr.  Durbin.  Do  you  have  an  estimate  of  what  the  backlog  in  re- 
placement of  G&T,  lines  and  poles,  and  system  upgrades  across  the 
country  would  be? 

Mr.  Beyer.  We  are  aware  that  a  significant  amount  of  poles  and 
lines  are  expected  to  be  replaced  over  the  next  10  years  due  to 
their  age.  However,  we  do  not  have  a  specific  estimate  for  G&T 
needs  in  the  replacement  of  lines  and  poles. 
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HARDSHIP  DEFINITION 


Mr.  Durbin.  Under  current  law,  you  are  still  able  to  make  5  per- 
cent "hardship"  loans.  What  is  the  technical  definition  of  the  term 
"hardship?" 

Mr.  Beyer.  In  the  telephone  program,  a  hardship  loan  is  one 
where  the  density  of  the  borrower's  proposed  service  area  does  not 
exceed  4.0  subscribers  per  mile  and  the  borrower's  TIER  is  not  less 
than  1.0  nor  more  than  3.0. 

In  the  electric  program,  current  law  sets  forth  a  number  of  cri- 
teria that  qualify  a  borrower  for  a  hardship  loan  and  in  addition 
allows  the  Administrator  discretion  in  making  other  hardship 
loans.  The  set  criteria  and  the  factors  to  be  considered  by  the  Ad- 
ministrator are  detailed  in  Section  1714.8  of  the  Interim  Final  Rule 
published  in  the  Federal  Register  on  December  20,  1993.  The  de- 
tails will  be  provided  for  the  record. 

[The  information  follows:] 
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Hardship  rate  loans. 

Except  as  provided  in  paragraph  (d)  of  this  section,  the 
Administrator  shall  make  an  insured  electric  loan  for  eligible 
purposes  at  the  5  percent  hardship  rate  to  a  borrower  primarily 
engaged  in  providing  retail  electric  service  if  the  borrower  meets,  at 
the  time  of  loan  approval,  both  the  rate  disparity  test  for  hardship 
and  the  consumer  income  test  described  in  paragraph  (a)  of  this 
section;  or  the  extremely  high  rates  test  set  forth  in  paragraph  (b) 
of  this  section.   A  loan  at  the  5  percent  hardship  rate  may  also  be 
made  to  any  borrower  pursuant  to  paragraph  (c)  of  this  section  who,  in 
the  sole  discretion  of  the  Administrator,  has  experienced  a  severe 
hardship.   The  Administrator  may  not  require  a  loan  from  a 
supplemental  source  in  connection  with  a  hardship  rate  loan. 

(a) (1)   Rate  disparity  test  for  hardship.   The  borrower  meets  this 
test  if  its  average  revenue  per  kWh  sold  is  not  less  than  120  percent 
of  the  average  revenue  per  kWh  sold  by  all  electric  utilities  in  the 
state  in  which  the  borrower  provides  service,  and  its  average 
residential  revenue  per  kWh  is  not  less  than  120  percent  of  the 
average  residential  revenue  per  kWh  sold  by  all  electric  utilities  in 
the  state  in  which  the  borrower  provides  service.   To  determine 
whether  a  borrower  meets  this  test,  REA  will  compare  the  borrower's 
average  total  revenue  and  average  residential  revenue  with  statewide 
data  in  the  table  of  Average  Revenue  per  Kilowatt-hour  for  Electric 
Utilities  by  Sector,  Census  Division  and  State,  in  the  Electric  Power 
Annual  issued  by  the  Energy  Information  Administration  of  the 
Department  of  Energy  (DOE) ,  or  the  successor  to  this  table.   The  test 
will  be  based  on  the  most  recent  calendar  year  for  which  full  year  DOE 
data  are  available  at  the  time  of  loan  approval  and  borrower  data  for 
the  same  year. 

(2)  Consumer  income  test.   The  borrower  meets  this  test  if  either 
the  average  per  capita  income  of  the  residents  receiving  electric 
service  from  the  borrower  is  less  than  the  average  per  capita  income 
of  the  residents  of  the  state  in  which  the  borrower  provides  service 
or  the  median  household  income  of  the  residents  receiving  electric 
service  from  the  borrower  is  less  than  the  median  household  income  of 
the  households  in  the  state.   REA  will  determine  whether  the  borrower 
qualifies  under  this  test  according  to  the  procedure  set  forth  in 

§  1714.7(b) (2) . 

(3)  Borrowers  serving  2  or  more  states.   If  a  borrower  serves 
consumers  in  2  or  more  states,  the  rate  disparity  test  and  the 
consumer  income  tests  will  be  determined  on  a  weighted  average  based 
on  the  percentage  of  the  borrower's  total  consumers  that  are  served  in 
each  state 

(b)   Extremely  high  rates  test.   Except  as  provided  in  this 
paragraph,  the  Administrator  shall  make  an  insured  electric  loan  at 
the  5  percent  hardship  rate  to  any  borrower  whose  residential  revenue 
exceeds  15.0  cents  per  kWh  sold.   Residential  revenue  shall  be 
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calculated  for  the  most  recent  full  calendar  year  for  which  data  are 
available  and  shall  include  sales  to  both  seasonal  and  nonseasonal 
consumers.   If,  at  the  time  of  loan  approval,  the  area  to  be  served  is 
an  urbanized  area  (notwithstanding  that  the  area  must  be  deemed  a 
rural  area  to  qualify  for  a  loan  under  this  part  (See  the  definition 
of  "rural  area"  in  7  CFR  1710.2)),  then  the  borrower  must  satisfy  the 
provisions  of  paragraphs  (a)  and 

(d)  of  this  section  to  qualify  to  the  5  percent  hardship  interest 
rate.   If  at  the  time  of  loan  approval,  such  area  is  outside  an 
urbanized  area,  the  loan  shall  not  be  subject  to  the  conditions  and 
limitations  set  forth  in  paragraphs  (a)  and  (d)  of  this  section. 

(c)  Administrator's  discretion.   The  Administrator  may  make  a 
hardship  rate  loan  if,  in  the  sole  discretion  of  the  Administrator, 
the  borrower  has  experienced  a  severe  hardship.   The  Administrator 
shall  consider,  among  other  matters,  whether  factors  beyond  the 
control  or  substantial  influence  of  the  borrower  have  had  severe 
adverse  effect  on  the  borrower's  ability  to  provide  service  consistent 
with  the  purposes  of  the  RE  Act,  and  which  prudent  management  could 
not  reasonably  anticipate  and  either  prevent  or  insure  against.   Among 
the  factors  that  may  be  considered  are  system  damage  due  to  unusual 
weather  or  other  natural  disasters  or  Acts  of  God,  loss  of  substantial 
loads,  extreme  rate  disparity  compared  to  a  contiguous  utility,  and 
other  factors  that  cause  severe  financial  hardship.   The  Administrator 
will  also  consider  whether  a  hardship  rate  loan  will  provide 
significant  relief  to  the  borrower  in  dealing  with  the  severe 
hardship. 

(d)  High  density  test.   Except  as  provided  in  paragraph  (b)  of 
this  section,  if  the  average  number  of  consumers  per  mile  of  the 
borrower's  total  electric  system  exceeds  17,  the  5  percent  hardship 
rate  will  not  apply  to  funds  used  for  the  purpose  of  furnishing  or 
improving  electric  service  to  consumers  located  in  an  area  that  is  an 
urban  area  at  the  time  of  loan  approval ,  notwithstanding  that  the  area 
must  have  been  deemed  a  rural  area  for  the  purpose  of  qualifying  for  a 
loan  under  this  part.   (See  the  definition  of  "rural  area"  in 

7  CFR  1710.2.)   If  the  average  number  of  consumers  per  mile  of  line  of 
the  borrower's  total  electric  system  exceeds  17,  the  borrower  must 
include,  as  a  note  on  REA  Form  740c,  Cost  Estimates  and  Loan  Budget 
for  Electric  Borrowers,  submitted  as  part  of  the  loan  application  for 
a  loan  at  the  5  percent  hardship  rate,  a  breakdown  of  funds  included 
in  the  proposed  loan  to  furnish  or  improve  service  to  consumers 
located  in  urban  areas.   For  such  borrowers  only  funds  for  those 
facilities  serving  consumers  located  outside  an  urban  area  are 
eligible  for  the  5  percent  hardship  rate. 
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COMPUTER  SYSTEMS 


Mr.  Durbin.  Last  year,  you  were  beginning  a  major  overhaul  of 
the  REA  computer  system.  What  is  the  status  of  that  project,  in- 
cluding the  expected  time  frame  for  completion  and  total  cost? 

Mr.  Beyer.  Modernization  of  REA's  computer  system  started  in 
fiscal  year  1993  with  the  purchase  of  new  hardware  and  software 
to  operate  under  a  "client  server"  environment,  which  is  a  more 
"user  friendly"  data  base  system.  REA  information  systems  employ- 
ees are  currently  undergoing  training  on  the  new  data  base  soft- 
ware and  should  be  in  a  position  to  run  a  pilot  project  this  calendar 
year.  The  projected  cost  of  this  five  year  project — fiscal  year  1994 
through  fiscal  year  1998 — is  $6.6  million.  The  project  completion 
date  is  subject  to  change  based  on  fund  availability. 

Mr.  Durbin.  Has  any  of  the  cost  been  incorporated  into  "Info 
Share"? 

Mr.  Beyer.  None  of  the  projected  cost  of  REA's  new  computer 
system  has  been  included  into  the  Agriculture  Department's  "Info 
Share." 

Mr.  Durbin.  What  did  you  spend  on  this  outside  contract  for  in- 
formation systems  projects? 

Mr.  Beyer.  In  FY  1993,  REA  obligated  $276,115  for  a  contract 
with  Diversified  International  Sciences  Corporation.  This  contract 
included  the  Client/Server  hardware,  UNIX  operating  systems,  Re- 
lational Database  Management  software,  and  systems  training. 

REPRICED  LOANS 

Mr.  Durbin.  Describe  for  us  the  terms  and  conditions  under 
which  a  borrower  may  reprice  a  FFB  loan. 

Mr.  Beyer.  In  order  to  reprice  a  FFB  loan,  the  Note  under  which 
an  advance  was  drawn  had  to  be  executed  prior  to  January  28, 
1983.  A  repricing  of  a  FFB  loan  is  essentially  a  change  in  the  origi- 
nal interest  rate.  A  borrower  pays  a  prepayment  penalty  and  re- 
ceives a  new  interest  rate — based  on  current  rates — for  the  remain- 
ing term  of  the  note.  Certain  conditions  must  be  met  for  a  borrower 
to  reprice.  They  are:  a  borrower  must  be  current  in  all  debt  pay- 
ments; a  borrower  must  pay  a  prepayment  premium  in  accordance 
with  the  terms  agreed  to  in  the  original  contract;  and  only  notes 
that  have  been  outstanding  over  12  years  may  be  repriced. 

Mr.  Durbin.  Is  there  a  cost  associated  with  repricing?  Where 
does  that  cost  show  up  in  the  budget? 

Mr.  Beyer.  After  enactment  of  the  Omnibus  Budget  Reconcili- 
ation Act  of  1993,  repriced  loans  are  no  longer  scored  under  credit 
reform  procedures.  Therefore,  a  discretionary  subsidy  cost  is  not  re- 
flected in  the  budget. 

Mr.  Durbin.  You  have  indicated  that  almost  $900  million  of  FFB 
loans  have  been  repriced.  For  the  record,  please  provide  a  list 
showing  the  numbers  of  loans  repriced  in  each  of  the  past  five 
years  and  the  dollar  amount  for  each  year.  Break  that  table  out  be- 
tween electric  and  telephone  loans. 

Mr.  Beyer.  The  first  repricings  were  done  in  FY  1992.  A  table 
showing  the  requested  information  will  be  provided  for  the  record. 

[The  information  follows:] 
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FFB  REPRICING 

Fiscal  year 

Electric 

Telephone 

No.' 

Amount 

No. 

Amount 

1992  14  $602,586,008 

1993  20  1.922,958,870 

1994  * 26  2,436,251.735 

Total  60  4.961,796,613 

1  Several  borrowers  did  repricing  in  more  than  one  fiscal  year. 
'  To  date. 


$25,593,799 
10.450,453 


36,044,252 


LOAN  CRITERIA 

Mr.  Durbin.  The  Rural  Electrification  Loan  Restructuring  Act  of 
1993  established  the  criteria  which  determines  borrower's  eligi- 
bility for  hardship,  municipal,  and  Treasury  rate  loans.  For  the 
record  please  provide  the  criteria  for  each  loan  type  and  provide  a 
table  snowing  the  number  of  applications  and  total  loan  requests 
on  hand  for  each  category. 

Mr.  Beyers.  I'll  be  glad  to  provide  that  for  the  record. 

[The  information  follows:] 

In  the  Telephone  Program,  the  criteria  for  its  loans  are  as  follows: 

HARDSHIP — Density  of  not  more  than  4.0  subscribers  per  mile  and  TIER  of  not 
less  than  1.0  nor  more  than  3.0. 

CONCURRENT  (Cost-of-Money  and  RTB)— Density  of  not  more  than  15.0  sub- 
scribers per  mile  and  TIER  of  not  less  than  1.0  nor  more  than  5.0. 

GUARANTEED— Density  can  be  any  ratio  and  TIER  of  at  least  1.5.  A  borrower 
must  elect  to  take  a  guaranteed  loan. 

The  criteria  for  electric  hardship  loans  and  electric  municipal  rate  loans  with  caps 
are  found  in  Sections  1414.8  and  1714.7  of  7  CFR  1714.  Electric  borrowers  that  do 
not  meet  any  of  these  criteria  are  eligible  for  uncapped  municipal  interest  rate 
loans. 

The  criteria  for  the  electric  program  and  a  table  reflecting  applications  on  hand 
for  the  electric  and  telephone  programs  follows: 
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1714.7   Interest  rate  cap. 

Except  as  provided  in  paragraph  (c)  of  this  section,  the  municipal 
interest  rate  may  not  exceed  7  percent  on  a  loan  advance  to  a  borrower 
primarily  engaged  in  providing  retail  electric  service  if  the  borrower 
meets,  at  the  time  of  loan  approval,  either  the  consumer  density  test 
set  forth  in  paragraph  (a)  of  this  section,  or  both  the  rate  disparity 
test  for  the  interest  rate  cap  and  the  consumer  income  test  set  forth 
in  paragraph  (b)  of  this  section. 

(a)   Low  consumer  density  test.   The  borrower  meets  this  test  if 
the  average  number  of  consumers  per  mile  of  line  of  its  total  electric 
system,  based  on  the  most  recent  data  available  at  the  time  of  loan 
approval  is  less  than  5.50. 

(b) (1)   Rate  disparity  test  for  the  interest  rate  cap.   The 
borrower  meets  this  test  if  its  average  revenue  per  kWh  sold  is  more 
than  the  average  revenue  per  kWh  sold  by  all  electric  utilities  in  the 
state  in  which  the  borrower  provides  service.   To  determine  whether  a 
borrower  meets  this  test,  REA  will  compare  the  borrower's  average 
total  revenue  with  statewide  data  in  the  table  of  Average  Revenue  per 
Kilowatt-hour  for  Electric  Utilities  by  Sector,  Census  Division  and 
State,  in  the  Electric  Power  Annual  issued  by  the  Energy  Information 
Administration  of  the  Department  of  Energy  (DOE) ,  or  the  successor  to 
this  table.   The  test  will  be  based  on  the  most  recent  calendar  year 
for  which  full  year  DOE  data  are  available  at  the  time  of  loan 
approval  and  borrower  data  for  the  same  year. 

(2)   Consumer  income  test.   The  borrower  meets  this  test  if  either 
the  average  per  capita  income  of  the  residents  receiving  electric 
service  from  the  borrower  is  less  than  the  average  per  capita  income 
of  residents  of  the  state  in  which  the  borrower  provides  service  or 
the  median  household  income  of  the  households  receiving  electric 
service  from  the  borrower  is  less  than  the  median  household  income  of 
the  households  in  the  state. 

(i)   To  qualify  under  the  consumer  income  test,  the  borrower  must 
include  in  its  loan  application  information  about  the  location  of  its 
residential  consumers.   The  borrower  must  provide  to  REA,  based  on  the 
most  recent  data  available  at  the  time  of  loan  application,  either  the 
number  of  consumers  in  each  county  it  serves  or  the  number  of 
consumers  in  each  census  tract  it  serves.   Using  the  most  recently 
published  decennial  census  data  on  income  from  the  Bureau  of  the 
Census,  REA  will  compare,  on  a  weighted  average  basis,  the  average  per 
capita  and  median  household  income  of  the  counties  or  census  tracts 
served  by  the  borrower  with  state  figures. 

(ii)   In  cases  where  conditions  have  substantially  changed  so  that 
the  decennial  census  data  no  longer  accurately  describes  the  economic 
conditions  of  the  borrower's  consumers,  the  borrower  may  provide  REA 
with  more  current  income  data  from  a  reliable  source  such  as  a  State 
agency.   The  Administrator  has  the  sole  discretion  to  determine 
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whether  such  data  submitted  by  the  borrower  is  sufficient  to  determine 
whether  the  borrower  qualifies  under  the  consumer  income  test. 

(3)   Borrowers  serving  2  or  more  states.   If  a  borrower  serves 
consumers  in  2  or  more  states,  the  rate  disparity  test  and  the 
consumer  income  test  will  be  determined  on  a  weighted  average  based  on 
the  percentage  of  the  borrower's  total  consumers  that  are  served  in 
each  state. 

(c)   High  density  test.   If  the  average  number  of  consumers  per 
mile  of  the  borrower's  total  electric  system  exceeds  17,  the  interest 
rate  cap  will  not  apply  to  funds  used  for  the  purpose  of  furnishing  or 
improving  electric  service  to  consumers  located  in  an  area  that  is  an 
urban  area  at  the  time  of  loan  approval,  notwithstanding  that  the  area 
must  have  been  deemed  a  rural  area  for  the  purpose  of  qualifying  for  a 
loan  under  this  part.  (See  the  definition  of  "rural  area"  in  7  CFR 
1710.2.)   If  the  average  number  of  consumers  per  mile  of  line  of  the 
borrower's  total  electric  system  exceeds  17,  the  borrower  must 
include,  as  a  note  on  REA  Form  740c,  Cost  Estimates  and  Loan  Budget 
for  Electric  Borrowers,  submitted  as  part  of  the  loan  application  for 
a  loan  subject  to  the  interest  rate  cap,  a  breakdown  of  funds  included 
in  the  proposed  loan  to  furnish  or  improve  service  to  consumers 
located  in  such  urban  areas.   For  such  borrowers  only  funds  for  those 
facilities  serving  consumers  located  outside  an  urban  area  are 
eligible  for  the  interest  rate  cap. 

§  1714.8   Hardship  rate  loans. 

Except  as  provided  in  paragraph  (d)  of  this  section,  the 
Administrator  shall  make  an  insured  electric  loan  for  eligible 
purposes  at  the  5  percent  hardship  rate  to  a  borrower  primarily 
engaged  in  providing  retail  electric  service  if  the  borrower  meets,  at 
the  time  of  loan  approval,  both  the  rate  disparity  test  for  hardship 
and  the  consumer  income  test  described  in  paragraph  (a)  of  this 
section;  or  the  extremely  high  rates  test  set  forth  in  paragraph  (b) 
of  this  section.   A  loan  at  the  5  percent  hardship  rate  may  also  be 
made  to  any  borrower  pursuant  to  paragraph  (c)  of  this  section  who,  in 
the  sole  discretion  of  the  Administrator,  has  experienced  a  severe 
hardship.   The  Administrator  may  not  require  a  loan  from  a 
supplemental  source  in  connection  with  a  hardship  rate  loan. 

(a) (1)   Rate  disparity  test  for  hardship.   The  borrower  meets  this 
test  if  its  average  revenue  per  kWh  sold  is  not  less  than  12  0  percent 
of  the  average  revenue  per  kWh  sold  by  all  electric  utilities  in  the 
state  in  which  the  borrower  provides  service,  and  its  average 
residential  revenue  per  kWh  is  not  less  than  120  percent  of  the 
average  residential  revenue  per  kWh  sold  by  all  electric  utilities  in 
the  state  in  which  the  borrower  provides  service.   To  determine 
whether  a  borrower  meets  this  test,  REA  will  compare  the  borrower's 
average  total  revenue  and  average  residential  revenue  with  statewide 
data  in  the  table  of  Average  Revenue  per  Kilowatt-hour  for  Electric 
Utilities  by  Sector,  Census  Division  and  State,  in  the  Electric  Power 
Annual  issued  by  the  Energy  Information  Administration  of  the 
Department  of  Energy  (DOE) ,  or  the  successor  to  this  table.   The  test 
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will  be  based  on  the  most  recent  calendar  year  for  which  full  year  DOE 
data  are  available  at  the  time  of  loan  approval  and  borrower  data  for 
the  same  year. 

(2)  Consumer  income  test.   The  borrower  meets  this  test  if  either 
the  average  per  capita  income  of  the  residents  receiving  electric 
service  from  the  borrower  is  less  than  the  average  per  capita  income 
of  the  residents  of  the  state  in  which  the  borrower  provides  service 
or  the  median  household  income  of  the  residents  receiving  electric 
service  from  the  borrower  is  less  than  the  median  household  income  of 
the  households  in  the  state.   REA  will  determine  whether  the  borrower 
qualifies  under  this  test  according  to  the  procedure  set  forth  in 

§  1714.7(b) (2) . 

(3)  Borrowers  serving  2  or  more  states.   If  a  borrower  serves 
consumers  in  2  or  more  states,  the  rate  disparity  test  and  the 
consumer  income  tests  will  be  determined  on  a  weighted  average  based 
on  the  percentage  of  the  borrower's  total  consumers  that  are  served  in 
each  state 

(b)  Extremely  high  rates  test.   Except  as  provided  in  this 
paragraph,  the  Administrator  shall  make  an  insured  electric  loan  at 
the  5  percent  hardship  rate  to  any  borrower  whose  residential  revenue 
exceeds  15.0  cents  per  kWh  sold.   Residential  revenue  shall  be 
calculated  for  the  most  recent  full  calendar  year  for  which  data  are 
available  and  shall  include  sales  to  both  seasonal  and  nonseasonal 
consumers.   If,  at  the  time  of  loan  approval,  the  area  to  be  served  is 
an  urbanized  area  (notwithstanding  that  the  area  must  be  deemed  a 
rural  area  to  qualify  for  a  loan  under  this  part  (See  the  definition 
of  "rural  area"  in  7  CFR  1710.2)),  then  the  borrower  must  satisfy  the 
provisions  of  paragraphs  (a)  and  (d)  of  this  section  to  qualify  to  the 
5  percent  hardship  interest  rate.   If  at  the  time  of  loan  approval, 
such  area  is  outside  an  urbanized  area,  the  loan  shall  not  be  subject 
to  the  conditions  and  limitations  set  forth  in  paragraphs  (a)  and  (d) 
of  this  section. 

(c)  Administrator's  discretion.   The  Administrator  may  make  a 
hardship  rate  loan  if,  in  the  sole  discretion  of  the  Administrator, 
the  borrower  has  experienced  a  severe  hardship.   The  Administrator 
shall  consider,  among  other  matters,  whether  factors  beyond  the 
control  or  substantial  influence  of  the  borrower  have  had  severe 
adverse  effect  on  the  borrower's  ability  to  provide  service  consistent 
with  the  purposes  of  the  RE  Act,  and  which  prudent  management  could 
not  reasonably  anticipate  and  either  prevent  or  insure  against.   Among 
the  factors  that  may  be  considered  are  system  damage  due  to  unusual 
weather  or  other  natural  disasters  or  Acts  of  God,  loss  of  substantial 
loads,  extreme  rate  disparity  compared  to  a  contiguous  utility,  and 
other  factors  that  cause  severe  financial  hardship.   The  Administrator 
will  also  consider  whether  a  hardship  rate  loan  will  provide 
significant  relief  to  the  borrower  in  dealing  with  the  severe 
hardship. 

(d)  High  density  test.   Except  as  provided  in  paragraph  (b)  of 
this  section,  if  the  average  number  of  consumers  per  mile  of  the 
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borrower's  total  electric  system  exceeds  17,  the  5  percent  hardship 
rate  will  not  apply  to  funds  used  for  the  purpose  of  furnishing  or 
improving  electric  service  to  consumers  located  in  an  area  that  is  an 
urban  area  at  the  time  of  loan  approval,  notwithstanding  that  the  area 
must  have  been  deemed  a  rural  area  for  the  purpose  of  qualifying  for  a 
loan  under  this  part.   (See  the  definition  of  "rural  area"  in 
7  CFR  1710.2.)   If  the  average  number  of  consumers  per  mile  of  line  of 
the  borrower's  total  electric  system  exceeds  17,  the  borrower  must 
include,  as  a  note  on  REA  Form  740c,  Cost  Estimates  and  Loan  Budget 
for  Electric  Borrowers,  submitted  as  part  of  the  loan  application  for 
a  loan  at  the  5  percent  hardship  rate,  a  breakdown  of  funds  included 
in  the  proposed  loan  to  furnish  or  improve  service  to  consumers 
located  in  urban  areas.   For  such  borrowers  only  funds  for  those 
facilities  serving  consumers  located  outside  an  urban  area  are 
eligible  for  the  5  percent  hardship  rate. 


493 


Applications  on  Hand 


Estimated 

Type  of  Loan 

Number 

Electric: 

Hardship 

24 

Capped  Municipal  Rate 

65 

Uncapped  Municipal  Rate 

_12 

Total,  Electric 

101 

Telephone: 

REA  Hardship 

4 

REA  Concurrent 

25 

RTB  Concurrent 

* 

FFB 

_3 

Total,  Telephone 

32 

Amount 


$74,284,000 

201,687,700 

32.361.000 

308.332.700 


22,740,000 
116,314,000 
118,282,050 

24.740.000 
282.076.050 


*   Included  in  number  of  applications  for  REA  concurrent  loans. 
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RURAL  ECONOMIC  DEVELOPMENT  LOAN  &  GRANT  PROGRAM 

Mr.  Durbin.  For  the  record,  would  you  please  provide  us  a  table 
showing  the  annual  numbers  of  loans  made  by  the  Rural  Economic 
Development  Loan  and  Grant  Programs  and  what  the  appropriate 
amount  of  private  sector  capital  was  leveraged  against  each? 

Mr.  Beyer.  A  table  showing  the  number  of  loans  made  under  the 
Rural  Economic  Development  Loan  and  Grant  Program  by  fiscal 
year  and  the  amount  of  supplemental  funds  for  each  loan  will  pro- 
vided for  the  record.  Within  each  fiscal  year,  the  table  shows  the 
selected  loans  by  state. 

[The  information  follows:] 
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FISCAL  YEAR  1989 

BORROWER  NAME 

IA  IOWA  LAKES  ELECTRIC  COOPERATIVE 

IA  TERRIL  TELEPHONE  COM  PANY 

IN  PARKE  COUNTY  RURAL  ELECTRIC  MEMBERSHIP  CORPORATION 

LA  SOUTHWEST  LOUISIANA  ELECTRIC  MEM  BERSH  IP  CORP. 

Ml  OCEANA  ELECTRIC  COOPERATIVE 

MN  NORTH  PINE  ELECTRIC  COOPERATIVE,  INC. 

MN  NORTH  STAR  ELECTRIC  COOPERATIVE,  INC. 

MO  SAC  OSAGE  ELECTRIC  COOPERATIVE,  INC. 

MS  EAST  MISSISSIPPI  ELECTRIC  POWER  ASSOCIATION 

MS  FULTON  TELEPHONE  COMPANY 

NC  BLUE  RIDGE  ELECTRIC  MEMBERSHIP  CORPORATION 

NC  BRUNSWICK  ELECTRIC  MEMBERSHIP  CORPORATION 

NC  LUMBEE  RIVER  ELECTRIC  MEMBERSHIP  CORPORATION 

ND  WEST  PLAINS  ELECTRIC  COOPERATIVE,  INC. 

OK  THE  PINE  TELEPHONE  COMPANY 

PA  NORTHWESTERN  RURAL  ELECTRIC  COOPERATIVE  ASSOC..INC 

PA  UNITED  ELECTRIC  COOPERATIVE,  INC. 

SC  PEE  DEE  ELECTRIC  COOPERATIVE.INC. 

SD  CHEYENNE  RIVER  SIOUX  TRIBE  TELEPHONE  AUTHORrTY 

TN  SEQUACHEE  VALLEY  ELECTRIC  COOPERATIVE 

TN  SEQUACHEE  VALLEY  ELECTRIC  COOPERATIVE 

TN  TRI-COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION 

TN  VOLUNTEER  ELECTRIC  COOPERATIVE 

TN  VOLUNTEER  ELECTRIC  COOPERATIVE 


LOAN 

SUPPLEMENTAL 

AMOUNT 

FUNDS 

$100,000 

$300,000 

$70,000 

$245,000 

$100,000 

$625,000 

$63,800 

$50,000 

$100,000 

$980,000 

$25,000 

$237,000 

$100,000 

$16,276,700 

$20,000 

$0 

$100,000 

$723,000 

$75,000 

$10,000 

$100,000 

$550,000 

$100,000 

$350,000 

$50,000 

$650,000 

$50,000 

$402,000 

$70,000 

$0 

$16,200 

$14,000 

$100,000 

$350,000 

$100,000 

$800,000 

$100,000 

$0 

$100,000 

$308,652 

$100,000 

$365,000 

$100,000 

$178,000 

$30,000 

$125,000 

$100,000 

$430,000 

$1 ,870,000 

$23,969,352 
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FISCAL  YEAR  1990 


BORROWER  NAME 

AL  CULLMAN  ELECTRIC  COOPERATIVE 

AR  NORTH  ARKANSAS  ELECTRIC  COOPERATIVE,  INC. 

CA  SIERRA  TELEPHONE  COMPANY,  INC. 

CO  UNION  RIVER  ELECTRIC  ASSOCIATION 

CO  Y-W  ELECTRIC  ASSOCIATION,  INC. 

FL  WEST  FLORIDA  ELECTRIC  COOPERATIVE  ASSOCIATION,  INC 

IA  EASTERN  IOWA  LIGHT  &  POWER  COOPERATIVE 

IA  HEART  OF  IOWA  TELEPHONE  COOPERATIVE 

IA  HEART  OF  IOWA  TELEPHONE  COOPERATIVE 

IA  HEART  OF  IOWA  TELEPHONE  COOPERATIVE 

IA  HOSPERS  TELEPHONE  EXCHANGE,  INC. 

IA  MUTUAL  TELEPHONE  COMPANY 

IA  NISHNABOTNA  VALLEY  RURAL  ELECTRIC  COOPERATIVE 

IA  PANORA  COOPERATIVE  TELEPHONE  ASSOCIATION 

IA  RIVER  VALLEY  TELEPHONE  COOPERATIVE 

IA  THE  AYRSHIRE  FARMER'S  MUTUAL  TELEPHONE  COMPANY 

ID  CAMBRIDGE  TELEPHONE  COMPANY 

ID  NORTHERN  LIGHTS,  INC. 

IL  CLINTON  COUNTY  ELECTRIC  COOPERATIVE,  INC. 

IL  ILLINOIS  RURAL  ELECTRIC  COMPANY 

KY  DUO  COUNTY  TELEPHONE  COOPERATIVE  CORPORATION,  INC. 

KY  MEADE  COUNTY  RURAL  ELECTRIC  COOPERATIVE  CORP. 

Ml  OCEANA  ELECTRIC  COOPERATIVE 

Ml  WESTERN  MICHIGAN  ELECTRIC  COOPERATIVE 

MN  AGRAUTE  COOPERATIVE 

MN  ARROWHEAD  ELECTRIC  COOPERATIVE,  INC. 

MN  BLACKDUCK  TELEPHONE  COMPANY 

MN  BLACKDUCK  TELEPHONE  COMPANY 

MN  DAIRYLAND  ELECTRIC  COOPERATIVE,  INC. 

MN  FEDERATED  RURAL  ELECTRIC  ASSOCIATION 

MN  FEDERATED  TELEPHONE  COOPERATIVE 

MN  FEDERATED  TELEPHONE  COOPERATIVE 

MN  MILLE  LACS  ELECTRIC  COOPERATIVE 

MO  MISSOURI  TELEPHONE  COMPANY 

MO  NORTH  CENTRAL  MISSOURI  ELECTRIC  COOPERATIVE,  INC. 

MS  4-COUNTY  ELECTRIC  POWER  ASSOCIATION 

MS  PEARL  RIVER  VALLEY  ELECTRIC  POWER  ASSOCIATION 

MS  SINGING  RIVER  ELECTRIC  POWER  ASSOCIATION 

MS  SOUTHERN  PINE  ELECTRIC  POWER  ASSOCIATION 

MT  BLACKFOOT  TELEPHONE  COOPERATIVE,  INC. 

MT  BLACKFOOT  TELEPHONE  COOPERATIVE,  INC. 

MT  SUN  RIVER  ELECTRIC  COOPERATIVE,  INC. 

NC  ALBEMARLE  ELECTRIC  MEMBERSHIP  CORPORATION 

NC  LUMBEE  RIVER  ELECTRIC  MEMBERSHIP  CORPORATION 

ND  CAPOAL  ELECTRIC  COOPERATIVE,  INC. 

ND  CASS  COUNTY  ELECTRIC  COOPERATIVE,  INC. 

ND  OLIVER- MERCER  ELECTRIC  COOPERATIVE,  INC. 


LOAN 

SUPPLEMENTAL 

AMOUNT 

FUNDS 

$100,000 

$520,000 

$100,000 

$377,000 

$100,000 

$500,000 

$100,000 

$857,000 

$100,000 

$50,000 

$100,000 

$106,400 

$100,000 

$165,000 

$84,000 

$473,948 

$84,000 

$460,057 

$100,000 

$738,876 

$100,000 

$200,000 

$100,000 

$800,000 

$100,000 

$200,000 

$100,000 

$64,916 

$30,000 

$125,275 

$37,000 

$11,000 

$100,000 

$34,825 

$100,000 

$25,000 

$100,000 

$462,600 

$75,000 

$3,635,000 

$100,000 

$775,000 

$100,000 

$250,000 

$50,000 

$700,000 

$100,000 

$918,000 

$100,000 

$535,000 

$100,000 

$1,050,000 

$100,000 

$50,000 

$100,000 

$332,000 

$100,000 

$50,000 

$78,000 

$312,000 

$30,000 

$91,000 

$75,000 

$75,000 

$65,000 

$15,100 

$100,000 

$442,750 

$100,000 

$530,000 

$100,000 

$275,000 

$100,000 

$521,115 

$100,000 

$766,216 

$100,000 

$760,100 

$50,000 

$12700 

$50,000 

$9,900 

$100,000 

$1,069,840 

$100,000 

$422,734 

$75,000 

$145,000 

$100,000 

$1,350,000 

$100,000 

$160,000 

$100,000 

$75,000 
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NM  KIT  CARSON  ELECTRIC  COOPERATIVE,  INC. 

NY  DELAWARE  COUNTY  ELECTRIC  COOPERATIVE,  INC. 

OH  FIRELANDS  ELECTRIC  COOPERATIVE 

OK  CANADIAN  VALLEY  TELEPHONE  COMPANY 

OK  CHOUTEAU  TELEPHONE  COMPANY 

OK  PANHANDLE  TELEPHONE  COOPERATIVE,  INC. 

OK  RURAL  ELECTRIC  COOPERATIVE,  INC. 

OK  RURAL  ELECTRIC  COOPERATIVE,  INC. 

OR  COOS-CURRY  ELECTRIC  COOPERATIVE,  INC. 

PA  SOMERSET  RURAL  ELECTRIC  COOPERATIVE,  INC. 

PA  UNITED  ELECTRIC  COOPERATIVE,  INC. 

SC  BROAD  RIVER  ELECTRIC  COOPERATIVE,  INC. 

SC  RIDGE  TELEPHONE  COMPANY,  INC. 

SD  EAST  RIVER  ELECTRIC  POWER  COOPERATIVE,  INC. 

SD  LINCOLN- UNION  ELECTRIC  COMPANY 

TN  CHICKASAW  ELECTRIC  COOPERATIVE 

TN  SEQUACHEE  VALLEY  ELECTRIC  COOPERATIVE 

TN  TRI-COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION 

TN  TRI-COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION 

TN  VOLUNTEER  ELECTRIC  COOPERATIVE 

TN  VOLUNTEER  ELECTRIC  COOPERATIVE 

TX  B-  K  ELECTRIC  COOPERATIVE,  INC. 

TX  DELL  TELEPHONE  COOPERATIVE,  INC. 

TX  WHARTON  COUNTY  ELECTRIC  COOPERATIVE,  INC. 

VA  POWELL  VALLEY  ELECTRIC  COOPERATIVE 

VT  WASHINGTON  ELECTRIC  COOPERATIVE,  INC. 

Wl  BALDWIN  TELECOM,  INC. 

Wl  JACKSON  ELECTRIC  COOPERATIVE 

Wl  PIERCE-  PEPIN  ELECTRIC  COOPERATIVE 

Wl  TAYLOR  COUNTY  ELECTRIC  COOPERATIVE 

WY  DUBOIS  TELEPHONE  EXCHANGE 


$45,000 

$50,000 
$100,000 
$100,000 
$100,000 
$100,000 

$50,000 
$100,000 
$100,000 
$100,000 
$100,000 

$95,000 
$100,000 
$100,000 
$100,000 
$100,000 

$50,000 
$100,000 
$100,000 

$45,000 
$100,000 

$35,000 

$15,000 
$100,000 
$100,000 
$100,000 
$100,000 
$100,000 
$100,000 

$15,000 

$35.000 
$6,718,000 


$270,767 

$18,000 
$500,000 
$220,000 

$21,000 
$100,000 

$40,000 

$2,000,000 

$530,500 

$771,590 

$78,000 
$755,000 
$825,000 
$200,000 
$225,000 
$200,000 
$205,000 
$1,000,000 
$300,000 

$48,000 
$150,000 

$50,000 
$1,711 
$558,000 
$750,000 
$315,561 
$820,000 
$310,000 
$324,000 
$150,000 
$135,000 
$33,372481 
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FISCAL  YEAR  1991 


BORROWER  NAME 

AK  INTERIOR  TELEPHONE  COMPANY 

AL  CULLMAN  ELECTRIC  COOPERATIVE 

AR  OZARKS  ELECTRIC  COOPERATIVE  CORPORATION 

CO  MORGAN  COUNTY  RURAL  ELECTRIC  ASSOCIATION 

GA  CmZENS  TELEPHONE  COMPANY,  INC. 

IA  FARMERS'  MUTUAL  TELEPHONE  COMPANY 

IA  RINGSTED  TELEPHONE  COMPANY 

IA  RINGSTED  TELEPHONE  COMPANY 

IA  RINGSTED  TELEPHONE  COMPANY 

IA  RIVER  VALLEY  TELEPHONE  COOP 

IA  SOUTHERN  IOWA  ELECTRIC  COOPERATIVE,  INC. 

IL  SOUTHWESTERN  ELECTRIC  COOPERATIVE,  INC. 

IN  FAYETTE-  UNION  COUNTY  RU  RAL  ELECTRIC  CORP. 

KS  BUTLER  RURAL  ELECTRIC  COOPERATIVE  ASSOCIATION,  INC 

KS  HAVILAND  TELEPHONE  COMPANY,  INC. 

LA  DIXIE  ELECTRIC  MEMBERSHIP  CORPORATION 

LA  NORTHEAST  LOUISIANA  TELEPHONE  CO.,  INC. 

LA  POINTE  COUPEE  ELECTRIC  MEMBERSHIP  CORPORATION 

Ml  O  &  A  ELECTRIC  COOPERATIVE,  INC. 

Ml  OCEANA  ELECTRIC  COOPERATIVE,  INC. 

Ml  PENINSULA  TELEPHONE  COMPANY 

Ml  THUMB  ELECTRIC  COOPERATIVE,  INC. 

MN  ALBANY  MUTUAL  TELEPHONE  ASSOCIATION 

MN  ALBANY  MUTUAL  TELEPHONE  ASSOCIATION 

MN  BENTON  COOPERATIVE  TELEPHONE  COMPANY 

MN  BLUE  EARTH-NICOLLET-FARBAULT COOPERATIVE  ELECTRIC 

MN  CLARA  CITY  TELEPHONE  EXCHANGE  COMPANY 

MN  CLEARWATER  POLK  ELECTRIC  COOPERATIVE,  INC. 

MN  FEDERATED  TELEPHONE  COOPERATIVE 

MN  FREEBORN-MOWER  ELECTRIC  COOPERATIVE 

MN  KANDIYOHI  COOPERATIVE  ELECTRIC  POWER  ASSOCIATION 

MN  MABEL  COOPERATIVE  TELEPHONE  COMPANY 

MN  NORTH  STAR  ELECTRIC  COOPERATIVE,  INC. 

MN  PARK  REGION  MUTUAL  TELEPHONE  COMPANY 

MN  TODD-WADENA  ELECTRIC  COOPERATIVE 

MN  TWIN  VALLEY-  ULEN  TELEPHONE  COMPANY 

MN  WEST  CENTRAL  TELEPHONE  ASSOCIATION 

MO  MISSOURI  TELEPHONE  COMPANY 

MO  SAC  OSAGE  ELECTRIC  COOPERATIVE,  INC. 

MO  WEBSTER  ELECTRIC  COOPERATIVE 

MS  DIXIE  ELECTRIC  POWER  ASSOCIATION 

MS  MAGNOLIA  ELECTRIC  POWER  ASSOCIATION 

MS  SINGING  RIVER  ELECTRIC  POWER  CORPORATION 

MS  SOUTHERN  PINE  ELECTRIC  POWER  ASSOCIATION 

MT  FLATHEAD  ELECTRIC  COOPERATIVE,  INC. 

MT  FLATHEAD  ELECTRIC  COOPERATIVE,  INC. 

MT  FLATHEAD  ELECTRIC  COOPERATIVE,  INC. 

MT  NEMONT  TELEPHONE  COOPERATIVE,  INC. 

MT  NEMONT  TELEPHONE  COOPERATIVE,  INC. 

MT  TRIANGLE  TELEPHONE  COOPERATIVE  ASSOCIATION,  INC. 

MT  VIGILANTE  ELECTRIC  COOPERATIVE,  INC. 

NC  DAVIDSON  ELECTRIC  MEMBERSHIP  CORPORATION 

NC  LUMBEE  RIVER  ELECTRIC  MEMBERSHIP  CORPORATION 

ND  BAKER  ELECTRIC  COOPERATIVE,  INC. 


LOAN 

SUPPLEMENTAL 

AMOUNT 

FUNDS 

$100,000 

$55,000 

$100,000 

$35,000 

$100,000 

$380,500 

$100,000 

$457,800 

$100,000 

$150,000 

$75,000 

$22,000 

$80,000 

$44,325 

$100,000 

$50,000 

$100,000 

$68,500 

$75,000 

$30,000 

$100,000 

$40,000 

$100,000 

$3,352000 

$100,000 

$270,000 

$100,000 

$110,000 

$50,000 

$385,000 

$100,000 

$146,000 

$100,000 

$11,510 

$100,000 

$1,550,000 

$100,000 

$2,000,000 

$100,000 

$14,070,000 

$100,000 

$3,463,640 

$20,000 

$20,000 

$100,000 

$50,000 

$100,000 

$250,000 

$100,000 

$140,000 

$100,000 

$400,000 

$100,000 

$64,000 

$100,000 

$550,903 

$100,000 

$185,046 

$100,000 

$410,000 

$95,000 

$300,000 

$25,000 

$50,000 

$100,000 

$147,000 

$45,000 

$5,000 

$100,000 

$1 ,900,000 

$15,000 

$32,000 

$100,000 

$440,890 

$100,000 

$750,000 

$25,000 

$162,000 

$76,500 

$220,000 

$100,000 

$300,000 

$100,000 

$129,950 

$100,000 

$289,000 

$100,000 

$302,000 

$65,000 

$77,000 

$100,000 

$228,403 

$100,000 

$170,386 

$37,500 

$67,500 

$100,000 

$333,240 

$60,000 

$20,000 

$50,000 

$2,746,000 

$100,000 

$187,200 

$100,000 

$2,100,000    - 

$75,000 

$499,441 
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ND  CAVALIER  RURAL  ELECTRIC  COOPERATIVE.  INC.  $100,000  $70,414 

ND  JAMES  VALLEY  ELECTRIC  COOPERATIVE,  INC.  $100,000  $426,000 

ND  MCKENZIE  ELECTRIC  COOPERATIVE,  INC.  $100,000  $1,168,000 

ND  MCLEAN  ELECTRIC  CO-OPERATIVE,  INC.  $100,000  $695,000 

ND  MOR-GRAN-SOU  ELECTRIC  COOPERATIVE,  INC.  $20,000  $30,000 

ND  MOR-GRAN-SOU  ELECTRIC  COOPERATIVE,  INC.  $100,000  $828,650 

ND  NODAK  RURAL  ELECTRIC  COOPERATIVE,  INC.  $14,000  $134,250 

ND  NODAK  RURAL  ELECTRIC  COOPERATIVE,  INC.  $25,000  $171,367 

ND  NORTH  CENTRAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $390,000 

ND  R.S.R.  ELECTRIC  COOPERATIVE,  INC.  $100,000  $900,000 

ND  SLOPE  ELECTRIC  COOPERATIVE,  INC.  $100,000  $800,000 

ND  WILLIAMS  ELECTRIC  COOPERATIVE,  INC.  $100,000  $25,000 

NM  E.N.M.R.  TELEPHONE  COOPERATIVE  $100,000  $128,386 

NM  E.N.M.R.  TELEPHONE  COOPERATIVE  $100,000  $123,977 

NM  THE  SCOCORRO  ELECTRIC  COOPERATIVE,  INC.  $100,000  $35,000 

NV  LINCOLN  COUNTY  TELEPHONE  SYSTEM,  INC.  $50,000  $10,000 

OH  FIRELANDS  ELECTRIC  COOPERATIVE,  INC.  $100,000  $150,000 

OH  FIRELANDS  ELECTRIC  COOPERATIVE,  INC.  $100,000  $150,000 

OH  FIRELANDS  ELECTRIC  COOPERATIVE,  INC.  $100,000  $280,000 

OH  TRICOUNTY  RURAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $137,000 

OK  CHOCTAW  ELECTRIC  COOPERATIVE,  INC.  $100,000  $2,595,000 

OK  RURAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $35,000 

OR  DOUGLAS  ELECTRIC  COOPERATIVE,  INC.  $50,000  $180,081 

PA  CENTRAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $38,000 

PA  SOMERSET  RURAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $100,000 

PA  THE  NORTHWESTERN  RURAL  ELECTRIC  CO-OPERATIVE  ASSOC        $100,000  $40,500 

PA  UNITED  ELECTRIC  COOPERATIVE,  INC.  $100,000  $25,000 

SC  AIKEN  ELECTRIC  COOPERATIVE,  INC.  $100,000  $4,000,000 

SD  CLAY  UNION  ELECTRIC  COOPERATIVE,  INC.  $100,000  $99,481 

SD  INTERSTATE  TELECOMMUNICATIONS  COOPERATIVE,  INC.  $70,000  $16,600 

SD  JAMES  VALLEY  COOPERATIVE  TELEPHONE  COMPANY  $100,000  $35,000 

SD  NORTHERN  ELECTRIC  COOPERATIVE,  INC.  $100,000  $1,049,739 

SD  SIOUX  VALLEY  EMPIRE  ELECTRIC  ASSOCIATION  $100,000  $1,732,000 

SD  SPUTROCK  TELECOM  COOPERATIVE,  INC.  $100,000  $1,186,000 

TN  APPALACHIAN  ELECTRIC  COOPERATIVE  $100,000  $4,650,000 

TN  CANEY  FORK  ELECTRIC  COOPERATIVE,  INC.  $100,000  $16,000 

TN  CANEY  FORK  ELECTRIC  COOPERATIVE,  INC.  $100,000  $387,627 

TN  GIBSON  COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION  $100,000  $250,000 

TN  HOLSTON  ELECTRIC  COOPERATIVE,  INC.  $100,000  $700,000 

TN  MERIWETHER  LEWIS  ELECTRIC  COOPERATIVE  $100,000  $300,000 

TN  MERIWETHER  LEWIS  ELECTRIC  COOPERATIVE  $100,000  $130,000 

TN  MOUNTAIN  ELECTRIC  COOPERATIVE,  INC.  $100,000  $494,700 

TN  SEQUACHEE  VALLEY  ELECTRIC  COOPERATIVE  $100,000  $181,000 

TN  SEQUACHEE  VALLEY  ELECTRIC  COOPERATIVE  $100,000  $150,000 

TN  SEQUACHEE  VALLEY  ELECTRIC  COOPERATIVE  $100,000  $435,000 

TN  SOUTHWEST  TENNESSEE  ELECTRIC  MEMBERSHIP  CORP.  $100,000  $135,000 

TN  TRI-COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION  $100,000  $35,913 

TN  VOLUNTEER  ELECTRIC  COOPERATIVE  $40,000  $70,000 

TN  VOLUNTEER  ELECTRIC  COOPERATIVE  $100,000  $150,000 

TX  TAYLOR  ELECTRIC  COOPERATIVE,  INC.  $100,000  $3,900,000 

UT  GARKANE  POWER  ASSOCIATION,  INC.  $100,000  $180,000 

Wl  AMERYTELCOM,  INC.  $100,000  $1,386,000 

Wl  BARRON  ELECTRIC  COOPERATIVE  $100,000  $370,000 

Wl  CHEQUAMEGON  TELEPHONE  COOPERATIVE,  INC.  $45,000  $59,589 

Wl  CHEQUAMEGON  TELEPHONE  COOPERATIVE,  INC.  $53,000  $11,300 

Wl  CHEQUAMEGON  TELEPHONE  COOPERATIVE,  INC.  $69,000  $20,000 

Wl  CHIBARDUN  TELEPHONE  COOPERATIVE,  INC.  $100,000  $100,000" 

Wl  LUCK  TELEPHONE  COMPANY  $100,000  $10,000 


500 


Wl        UNION  TELEPHONE  COMPANY 
Wl       VERNON  ELECTRIC  COOPERATIVE 
WY      DUBOIS  TELEPHONE  EXCHANGE 


$83,600 

$83,600 

$100,000 

$18,400 

$35,000 

$54,800 

$10,123,600 

$72,282,608 

501 


FISCAL  YEAR  1992 

BORROWER  NAME 

AL  CULLMAN  ELECTRIC  COOPERATIVE 

AL  CULLMAN  ELECTRIC  COOPERATIVE 

AL  CULLMAN  ELECTRIC  COOPERATIVE 

AL  PIONEER  ELECTRIC  COOPERATIVE,  INC. 

AL  SOUTHERN  PINE  ELECTRIC  COOPERATIVE,  INC. 

AR  KAMO  ELECTRIC  COOPERATIVE,  INC. 

AR  OZARKS  ELECTRIC  COOPERATIVE  CORPORATION 

IA  FARMERS  CO-OPERATIVE  TELEPHONE  COMPANY 

IA  HOSPERS  TELEPHONE  EXCHANGE,  INC. 

IA  MASSSENA  TELEPHONE  COMPANY 

IA  NORTHWEST  TELEPHONE  COOPERATIVE  ASSOCIATION 

IA  PRESTON  TELEPHONE  COMPANY 

IA  THE  AYRSHIRE  FARMERS  MUTUAL  TELEPHONE  COMPANY 

IA  THE  AYRSHIRE  FARMERS  MUTUAL  TELEPHONE  COMPANY 

IL  CORN  BELT  ELECTRIC  COOPERATIVE,  INC. 

IL  WABASH  TELEPHONE  COOPERATIVE,  INC. 

IN  KNOX  COUNTY  RURAL  ELECTRIC  MEMBERSHIP  CORPORATION 

IN  SOUTH  CENTRAL  INDIANA  RURAL  ELECTRIC  MEMBERSHIP  CO 

IN  SOUTH  CENTRAL  INDIANA  RURAL  ELECTRIC  MEMBERSHIP  CO 

KY  WARREN  RURAL  ELECTRIC  COOPERATIVE  CORP. 

KY  WEST  KENTUCKY  RURAL  ELECTRIC  COOPERATIVE  CORP. 

KY  WEST  KENTUCKY  RURAL  ELECTRIC  COOPERATIVE  CORP. 

KY  WEST  KENTUCKY  RURAL  TELEPHONE  COOP.  CORP.,  INC. 

KY  WEST  KENTUCKY  RURAL  TELEPHONE  COOP.  CORP.,  INC. 

ME  UNITY  TELEPHONE  COMPANY 

Ml  CHERRYLAND  ELECTRIC  COOPERATIVE 

Ml  O  &  A  ELECTRIC  COOPERATIVE,  INC. 

MN  ARVIG  TELEPHONE  COMPANY 

MN  BENTON  COOPERATIVE  TELEPHONE  COMPANY 

MN  CANNON  VALLEY  TELECOM,  INC. 

MN  CITY  OF  CROSSLAKE 

MN  CLEARWATER  POLK  ELECTRIC  COOPERATIVE,  INC. 

MN  CONSOLIDATED  TELEPHONE  COMPANY 

MN  DEER  RIVER  TELEPHONE  CO.,  INC. 

MN  EAST  CENTRAL  ELECTRIC  ASSOCIATION 

MN  FARMERS  MUTUAL  TELEPHONE  COMPANY 

MN  GARDEN  VALLEY  TELEPHONE  COMPANY 

MN  MILLE  LACS  ELECTRIC  COOPERATIVE 

MN  MILLE  LACS  ELECTRIC  COOPERATIVE 

MN  RUNESTONE  TELEPHONE  ASSOCIATION 

MN  SHERBURNE  COUNTY  RURAL  TELEPHONE  COMPANY 

MN  TWIN  VALLEY-ULEN  TELEPHONE  COMPANY 

MO  NODAWAY  WORTH  ELECTRIC  COOPERATIVE  INC. 

MO  SOUTHWEST  ELECTRIC  COOPERATIVE 

MO  WHITE  RIVER  VALLEY  ELECTRIC  COOPERATIVE 

MS  COAST  ELECTRIC  POWER  ASSOCIATION 

MT  LINCOLN  ELECTRIC  COOPERATIVE,  INC. 

MT  MCCONE  ELECTRIC  CO-OP.  INC. 


LOAN 

SUPPLEMENTAL 

AMOUNT 

FUNDS 

$100,000 

$300,000 

$100,000 

$91,500 

$100,000 

$25,000 

$100,000 

$40,000 

$100,000 

$925,000 

$100,000 

$165,000 

$100,000 

$104,000 

$100,000 

$22,775 

$80,000 

$60,000 

$30,000 

$13,000 

$100,000 

$375,000 

$90,000 

$45,000 

$50,000 

$43,000 

$68,500 

$13,000 

$55,000 

$15,000 

$65,000 

$18,650 

$100,000 

$900,000 

$100,000 

$450,000 

$100,000 

$200,000 

$100,000 

$17,000 

$40,000 

$2,125 

$100,000 

$220,000 

$25,000 

$1,280 

$30,000 

$0 

$100,000 

$111,428 

$100,000 

$80,000 

$53,400 

$96,080 

$100,000 

$230,000 

$100,000 

$100,377 

$100,000 

$125,000 

$100,000 

$150,000 

$100,000 

$200,000 

$100,000 

$100,000 

$100,000 

$28,000 

$75,000 

$25,000 

$25,000 

$10,000 

$75,000 

$5,000 

$37,500 

$37,200 

$100,000 

$388,000 

$60,000 

$35,000 

$100,000 

$250,000 

$100,000 

$219,000 

$100,000 

$1,195,000 

$100,000 

$25,000 

$100,000 

$27,500 

$100,000 

$126,600 

$70,000 

$4,241,000 

$50,000 

$253,600 
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MT  MISSOULA  ELECTRIC  COOPERATIVE,  INC.  $100,000  $1,095,000 

NC  BLUE  RIDGE  ELECTRIC  MEMBERSHIP  CORPORATION  $100,000  $710,355 

ND  CAVALIER  RURAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $113,600 

ND  CONSOLIDATED  TELEPHONE  COMPANY  $50,000  $100,000 

ND  DAKOTA  CENTRAL  TELECOMMUNICATIONS  COOPERATIVE  $100,000  $21,675,000 

ND  NORTH  CENTRAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $77,200 

ND  R.S.R.  ELECTRIC  COOPERATIVE,  INC.  $100,000  $487,133 

ND  SHEYENNE  VALLEY  ELECTRIC  COOPERATIVE,  INC.  $100,000  $400,000 

ND  TRI-COUNTY  ELECTRIC  COOPERATIVE,  INC.  $100,000  $400,000 

ND  TRI-COUNTY  ELECTRIC  COOPERATIVE,  INC.  $100,000  $21,675,000 

ND  WEST  PLAINS  ELECTRIC  COOPERATIVE  $100,000  $1,525,482 

NE  HENDERSON  COOPERATIVE  TELEPHONE  COMPANY  $40,000  $10,000 

OH  FIRELANDS  RURAL  ELECTRIC  COOP.,  INC.  $100,000  $50,000 

OH  MORROW  ELECTRIC  COOPERATIVE,  INC.  $86,600  $63,400 

OK  CANADIAN  VALLEY  TELEPHONE  COMPANY  $40,000  $75,000 

OK  KAY  ELECTRIC  COOPERATIVE  $100,000  $860,000 

OK  PANHANDLE  TELEPHONE  COOPERATIVE,  INC.  $100,000  $949,043 

OK  PANHANDLE  TELEPHONE  COOPERATIVE,  INC.  $100,000  $54,900,000 

OK  RURAL  ELECTRIC  COOPERATIVE,  INC.  $100,000  $50,000 

OR  BLACHLY-LANE  COUNTY  COOP.  ELECTRIC  ASSOCIATION  $100,000  $2,644,000 

PA  WARREN  ELECTRIC  COOPERATIVE,  INC.  $100,000  $1,500,000 

SD  BON  HOMME-YANKTON  ELECTRIC  ASSOCIATION,  INC.  $100,000  $50,250 

SD  EAST  RIVER  ELECTRIC  POWER  COOPERATIVE,  INC.  $100,000  $312,500 

TN  APPALACHIAN  ELECTRIC  COOPERATIVE  $100,000  $250,000 

TN  APPALACHIAN  ELECTRIC  COOPERATIVE  $100,000  $150,000 

TN  CANEY  FORK  ELECTRIC  COOP.,  INC.  $25,000  $35,000 

TN  CANEY  FORK  ELECTRIC  COOP.,  INC.  $100,000  $800,000 

TN  HOLSTON  ELECTRIC  COOPERATIVE.  INC.  $100,000  $800,000 

TN  SOUTHWEST  TENNESSEE  ELECTRIC  MEMBERSHIP  CORP.  $100,000  $250,000 

TN  SOUTHWEST  TENNESSEE  ELECTRIC  MEMBERSHIP  CORP.  $100,000  $250,000 

TN  SOUTHWEST  TENNESSEE  ELECTRIC  MEMBERSHIP  CORP.  $100,000  $16,000 

TN  THE  MIDDLE  TENNESSEE  ELECTRIC  MEMBERSHIP  CORP.  $100,000  $650,000 

TN  TRI-COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION  $70,000  $242,475 

TN  TRI-COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION  $82,000  $9,000 

TN  TRI-COUNTY  ELECTRIC  MEMBERSHIP  CORPORATION  $100,000  $10,000 

TX  MIDWEST  ELECTRIC  COOPERATIVE,  INC.  $100,000  $119,001 

UT  EMERY  COUNTY  FARMERS  UNION  TELEPHONE  ASSOCIATION  $100,000  $120,000 

Wl  BALDWIN  TELECOM,  INC.  $100,000  $120,000 

Wl  BAYFIELD  ELECTRIC  COOPERATIVE,  INC.  $100,000  $40,000 

Wl  CHEQUAMEGON  TELEPHONE  COOPERATIVE  INC.  $83,000  $50,000 

Wl  CHEQUAMEGON  TELEPHONE  COOPERATIVE  INC.  $100,000  $10,000 

Wl  CHEQUAMEGON  TELEPHONE  COOPERATIVE,  INC.  $100,000  $35,935 

Wl  CHIBARDUN  TELEPHONE  COOPERATIVE,  INC.  $100,000  $7,382 

Wl  CITIZENS  TELEPHONE  COOPERATIVE  INC.  $50,000  $2,000 

Wl  CITIZENS  TELEPHONE  COOPERATIVE  INC.  $100,000  $30,000 

Wl  LAVALLE  TELEPHONE  COOPERATIVE  $100,000  $9,870 

Wl  LUCK  TELEPHONE  COMPANY  $100,000  $28,000 

Wl  VERNON  ELECTRIC  COOPERATIVE  $100.000  $335.000 

$8,406  000  $126,197,741 
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FISOAL  YEAR  1993 


BORROWER  NAME 

AR  CRAIGHEAD  ELECTRIC  COOPERATIVE  CORPORATION 

GA  BRANTLEY  TELEPHONE  COMPANY,  INC. 

IA  FARMERS  TELEPHONE  COMPANY  OF  BATAVIA,  IA 

IA  HAWKEYE  TRI-COUNTY  ELECTRIC  COOPERATIVE 

IA  HUMBOLDT  COUNTY  DEVELOPMENT  CORPORATION 

IA  IAMO  TELEPHONE  COMPANY 

IA  MARSHALL  COUNTY  RU  RAL  ELECTRIC  COOPERATIVE 

IA  RIVER  VALLEY  TELEPHONE  COOP 

IA  SOUTH  CRAWFORD  RURAL  ELECTRIC  COOPERATIVE 

IL  JO-CARROLL  ELECTRIC  COOPERATIVE 

IL  TRI-COUNTY  ELECTRIC  COOPERATIVE,  INC. 

IN  SOUTH  CENTRAL  INDIANA  RURAL  ELECTRIC  MEMBERSHIP  CO 

IN  SOUTH  CENTRAL  INDIANA  RURAL  ELECTRIC  MEMBERSHIP  CO 

IN  UTILITIES  DISTRICT  OF  WESTERN  INDIANA  R.E.M.C. 

KS  CMS  ELECTRIC  COOPERATIVE,  INC. 

KS  THE  S  &  T  TELEPHONE  COOPERATIVE  ASSOCIATION 

KS  THE  SMOKY  HILL  ELECTRIC  COOPERATIVE  ASSOCIATION 

KS  THE  WESTERN  COOPERATIVE  ELECTRIC  ASSOCIATION,  INC. 

KY  GREEN  RIVER  ELECTRIC  CORPORATION 

KY  JACKSON  COUNTY  RURAL  ELECTRIC  COOPERATIVE  CORP. 

KY  SOUTH  KENTUCKY  RURAL  ELECTRIC  COOPERATIVE  CORP. 

LA  VALLEY  ELECTRIC  MEMBERSHIP  CORPORATION,  INC. 

MN  CLARA  CITY  TELEPHONE  EXCHANGE  COMPANY 

MN  CLEARWATER  POLK  ELECTRIC  COOPERATIVE,  INC. 

MN  CLEARWATER  POLK  ELECTRIC  COOPERATIVE,  INC. 

MN  FEDERATED  RURAL  ELECTRIC  ASSOCIATION 

MN  MILLE  LACS  ELECTRIC  COOPERATIVE 

MN  MINNESOTA  VALLEY  COOPERATIVE  LIGHT  AND  POWER  ASSOC 

MN  NORTH  rTASCA  ELECTRIC  COOPERATIVE 

MN  NORTHERN  ELECTRIC  COOPERATIVE  ASSOCIATION 

MN  TWIN  VALLEY- ULEN  TELEPHONE  COMPANY 

MO  CITIZENS  ELECTRIC  CORPORATION 

MO  FARMERS'  ELECTRIC  COOPERATIVE,  INC. 

MS  COAST  ELECTRIC  POWER  ASSOCIATION 

MS  DIXiE  ELECTRIC  POWER  ASSOCIATION 

MS  SOUTHWEST  MISSISSIPPI  ELECTRIC  POWER  ASSOCIATION 

MT  LINCOLN  ELECTRIC  COOPERATIVE,  INC. 

MT  MCCONE  ELECTRIC  CO-OP.  INC. 

MT  MID-  RIVERS  TELEPHONE  COOPERATIVE.  INC. 

MT  MID- RIVERS  TELEPHONE  COOPERATIVE,  INC. 

MT  TRIANGLE  TELEPHONE  COOPERATIVE  ASSOCIATION,  INC. 

NC  HALIFAX  ELECTRIC  MEMBERSHIP  CORPORATION 

N  D  CAPITAL  ELECTRIC  COOPERATIVE,  INC. 

ND  DAKOTA  CENTRAL  TELECOMMUNICATIONS  COOPERATIVE 

ND  KEM  ELECTRIC  COOPERATIVE,  INC. 

ND  NORTH  CENTRAL  ELECTRIC  COOPERATIVE,  INC. 

ND  TRI-COUNTY  ELECTRIC  COOPERATIVE.  INC. 


LOAN 

SUPPLEMENTAL 

AMOUNT 

FUNDS 

$364,300 

$909,024 

$400,000 

$1,364,959 

$100,000 

$142,000 

$100,000 

$1 ,650,000 

$340,000 

$185,000 

$36,000 

$9,000 

$200,000 

$914,445 

$140,000 

$70,000 

$72,500 

$172,500 

$400,000 

$10,285,000 

$100,000 

$1 ,700,000 

$220,000 

$50,110 

$400,000 

$334,500 

$100,000 

$3,050,000 

$347,200 

$87,116 

$75,000 

$18,000 

$41,000 

$35,680 

$64,000 

$16,000 

$400,000 

$200,000 

$260,000 

$780,000 

$100,000 

$3,774,000 

$100,000 

$300,000 

$100,000 

$275,000 

$100,000 

$200,000 

$140,000 

$115,000 

$100,000 

$836,000 

$80,000 

$17,000 

$100,000 

$683,052 

$200,000 

$1,145,400 

$300,000 

$950,000 

$140,000 

$35,000 

$268,000 

$210,000 

$400,000 

$2,700,000 

$400,000 

$746,130 

$400,000 

$200,000 

$400,000 

$396,165 

$400,000 

$120,000 

$50,000 

$393,250 

$50,000 

$393,250 

$50,000 

$130,315 

$100,000 

$120,000 

$100,000 

$20,000 

$240,000 

$1,410,000 

$100,000 

$585,000 

$50,000 

$150,000 

$300,000 

$185,000 

$100,000 

$585,000 
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NE  ARAPAHOE  TELEPHONE  COMPANY  $250,000 

NM  ROOSEVELT  COUNTY  ELECTRIC  COOPERATIVE,  INC.  $300  000 

OR  COOS-CURRY  ELECTRIC  COOPERATIVE,  INC.  $60  000 

PA  ADAMS  ELECTRIC  COOPERATIVE,  INC.  $400  000 

SD  BUTTE  ELECTRIC  COOPERATIVE,  INC.  $75000 

SD  EAST  RIVER  ELECTRIC  POWER  COOPERATIVE,  INC.  $300,000 

SD  INTERSTATE  TELECOMMUNICATIONS  COOPERATIVE,  INC.  $45,000 

SD  KINGSBURY  ELECTRIC  COOPERATIVE,  INC.  $180,000 

SD  OAHE  ELECTRIC  COOPERATIVE,  INC.  $300,000 

TN  CANEY  FORK  ELECTRIC  COOP.,  INC.  $100,000 

TN  MERIWETHER  LEWIS  ELECTRIC  COOPERATIVE  $100,000 

TN  MERIWETHER  LEWIS  ELECTRIC  COOPERATIVE  $100,000 

TN  SEQUACHEE  VALLEY  ELECTRIC  COOPERATIVE  $100  000 

TN  SOUTHWEST  TENNESSEE  ELECTRIC  MEMBERSHIP  CORP.  $100,000 

VA  POWELL  VALLEY  ELECTRIC  COOPERATIVE  $400  000 

Wl  BALDWIN  TELECOM,  INC.  $400  000 

Wl  DUNN  COUNTY  ELECTRIC  COOPERATIVE  $76  000 

Wl  TAYLOR  COUNTY  ELECTRIC  COOPERATIVE  $75,000 

$12,389,000 


$613,269 

$6,701,952 

$522,500 

$250,000 

$125,000 

$350,000 

$75,000 

$65,000 

$200,000 

$158,000 

$70,000 

$1,235,000 

$50,000 

$25,000 

$150,000 

$1,300,000 

$19,000 

$461.500 

$51,019,117 


TOTAL  FOR  ALL  LOANS  AS  OF  SEPTEMBER  30. 1993: 


$39,506,600 


$306,841,299 
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DEFERMENT  PROGRAM 


Mr.  Durbin.  Last  year,  Mr.  Huff  stated  that  the  effective  date  of 
the  program,  where  co-ops  may  defer  REA-schedule  debt  service 
payments  equal  to  the  amount  of  investment  in  economic  develop- 
ment projects,  would  begin  in  May  of  last  year.  What  has  hap- 
pened, to  date,  with  that  program? 

Mr.  Beyer.  On  April  23,  1993,  REA  published  final  regulations 
implementing  this  deferment  program. 

Mr.  DURBIN.  Have  any  co-ops  requested  use  of  this  authority? 

Mr.  Beyer.  REA  has  received  five  requests  from  REA  borrowers 
to  defer  scheduled  debt  service  payments  in  an  amount  equal  to 
their  investment  in  a  rural  development  project.  The  request  from 
Federated  Rural  Electric  Association,  Jackson,  Minnesota,  for  a 
deferment  of  $25,000  and  the  request  from  Covington  Electric  Co- 
operative, Inc.,  Andalusia,  Alabama,  for  a  deferment  of  $150,000 
were  both  approved  on  January  13,  1994.  A  third  request  from 
Adams  County  Cooperative  Electric  Company,  Corning,  Iowa,  for  a 
deferment  of  $200,000  is  in  the  final  stages  of  the  review  process. 
REA  has  received  2  additional  requests  that  are  in  the  process  of 
being  reviewed. 

RURAL  ECONOMIC  DEVELOPMENT  LOANS 

Mr.  Durbin.  As  was  done  last  year,  please  provide  a  chart  show- 
ing the  purpose  of  each  rural  economic  development  loan. 

Mr.  Beyer.  A  chart  showing  the  purpose  of  zero-interest  loans 
made  under  the  Rural  Economic  Development  Loan  and  Grant  Pro- 
gram will  be  provided  for  the  record.  The  chart  includes  loans 
made  since  the  inception  of  the  program  in  1989. 

[The  information  follows:! 
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OTHER  SERVICES 

Mr.  Durbin.  For  the  record,  please  provide  a  monthly  listing  of 
your  "Other  Services"  obligations  for  fiscal  years  1993  and  1994. 
[The  information  follows:] 

FISCAL  YEAR  1993  and  1994  MONTHLY  OBLIGATIONS  FOR  OTHER  SERVICES 

Month  1993  actual        1994  to  date 

October  $73,510  $353 

November 221,903  72,517 

December 61,982  68,629 

January  32,902  108.411 

February 104,196  197,243 

March .-. 118,066  MA 

April  65,439  NA 

May  107.964  NA 

June  59,450  NA 

July 118,273  NA 

August  299,492  NA 

September'  487,950  NA 

Total  1,751,127  447,153 

"Includes  $276,115  for  a  contract  with  Diversified  International  Sciences  Corporation  for  information  systems  hardware,  software  and  train- 
ing. 

PRINTING  AND  REPRODUCTION  COSTS 

Mr.  Durbin.  Please  provide  for  the  record  a  monthly  obligation 
listing  of  your  "Printing  and  Reproduction"  obligations  for  fiscal 
years  1993  and  1994. 

[The  information  follows:] 

FISCAL  YEAR  1993  and  1994  MONTHLY  OBLIGATIONS  FOR  PRINTING  AND  REPRODUCTION 

Month  1993  actual        1994  to  date 

October  0  $12,000 

November $24,000  20,529 

December 12,000  12,577 

January  12,000  24,529 

February 34,903  56.391 

March 23,186  NA 

April  31,184  NA 

May  13,780  NA 

June  42,831  NA 

July 43,625  NA 

August  34,539  NA 

September 19,232  NA 

Total  291,280  126.026 

FFB  REFINANCING 

Mr.  Durbin.  The  last  several  years,  the  Committee  has  provided 
REA  with  over  $2.5  billion  in  refinancing  authority.  Is  any  of  that 
refinancing  authority  left? 

Mr.  Beyer.  A  table  showing  FFB  refinancing  will  be  provided  for 
the  record. 

[The  information  follows:] 
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SUMMARY  OF  FFB  PREPAYMENTS  AND  REFINANCINGS 


Completed 

Program  Authorized  

Amount  Fiscal  year 

Electric/Telephone  $2.5  billion  $0.5  billion  1987 

2.0  billion  1988 

Telephone  150  million  118.0  million  1990 

17.1  million  1991 

14.4  million  1993 

Electric'  350  million  196.5  million  1993 

103.9  million  1994 

>  The  remaining  $49.6  million  in  electric  authority  has  been  allocated  and  is  expected  to  be  used  this  fiscal  year. 

MEMBER  CREDIT 

Mr.  Durbin.  Last  year,  we  had  some  discussions  about  how  cus- 
tomers of  REA  were  negotiating  with  REA  on  the  concept  of  mem- 
ber guarantees.  Can  you  describe  for  us  what  has  occurred  since 
last  year  in  this  area? 

Mr.  Beyer.  A  committee  of  electric  borrowers  have  made  specific 
recommendations  on  the  member  credit  support  issue.  REA  is  eval- 
uating that  material  along  with  a  review  of  the  overall  member 
credit  support  issue  and  some  revisions  to  current  policy  may  be 
made. 

Mr.  Durbin.  Have  any  loans  been  advanced  because  of  member 
guarantees? 

Mr.  Beyer.  Yes.  Four  loans  have  cleared  with  member  guaran- 
tees and  are  available  for  advances  when  requested  by  the  bor- 
rower. 

REORGANIZATION 

Mr.  Durbin.  Will  any  part  of  the  Secretary's  reorganization  im- 
pact REA? 

Mr.  Beyer.  The  proposed  reorganization  establishes  a  new  agen- 
cy— Rural  Utilities  Service.  REA's  electric  and  telephone  programs 
and  the  Distance  Learning/Medical  Link  Grant  Program  will  be 
transferred  to  RUS.  The  Rural  Economic  Development  Program 
will  be  transferred  to  the  Rural  Business  and  Cooperative  Develop- 
ment Service. 

Mr.  Durbin.  What  will  happen  to  your  field  structure? 

Mr.  Beyer.  REA's  current  field  structure  will  remain  intact  and 
provide  the  REA  borrowers  the  needed  services  in  a  manner  almost 
identical  with  today's  delivery  methods. 

Mr.  Durbin.  Describe  for  us  the  current  situation  with  field  of- 
fices. 

Mr.  Beyer.  REA  does  not  have  any  field  offices.  The  REA  field 
staff  work  out  of  their  homes  and  travel  to  the  borrowers  locations. 

employment,  io-year  history 

Mr.  Durbin.  Please  provide  for  the  record  a  table  which  reflects 
the  actual  employment  of  REA  for  each  of  the  past  ten  years. 
[The  information  follows:] 
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10-YEAR  EMPLOYMENT  HISTORY 


„       .  Total  number  of 

December  employees 


1984  609 

1985  599 

1986  547 

1987  534 

1988  538 

1989  531 

1990  512 

1991  518 

1992  528 

1993  518 


PENDING  LOAN  APPLICATIONS 


Mr.  DURBIN.  Please  provide  a  table  for  the  record  showing,  by 
state,  the  pending  loan  applications  on  hand  for  the  electric  pro- 
gram. 

[The  information  follows:] 


Tn_"aftT  r^t      n* 
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PENDING  LOAN  APPLICATIONS  ON  HAND 
ELECTRIC  PROGRAM 


DIRECT 

FFB 

TOTAL 

STATE 

LOANS 

LOANS 

NUMBER 

AMOUNT 

ALABAMA 

2 

1 

3 

$26,784,700 

ALASKA 

1 

1 

1,472,000 

ARKANSAS 

2 

2 

21,555,000 

COLORADO 

3 

1 

4 

17,961,000 

FLORIDA 

3 

3 

16,485,000 

GEORGIA 

7 

7 

16,705,000 

ILLINOIS 

2 

2 

1,729,000 

INDIANA 

4 

1 

5 

15,877,000 

IOWA 

4 

1 

5 

11,267,000 

KANSAS 

5 

5 

9,861,000 

KENTUCKY 

5 

5 

12,754,000 

LOUISIANA 

1 

1 

14,840,000 

MAINE 

2 

2 

490,000 

MICHIGAN 

2 

2 

9,512,000 

MINNESOTA 

3 

3 

3,693,000 

MISSOURI 

8 

8 

19,013,000 

MONTANA 

3 

3 

8,533,000 

NEW  JERSEY 

1 

1 

2,253,000 

NEW  MEXICO 

3 

3 

7,884,000 

NORTH  CAROLINA 

2 

2 

9,870,000 

NORTH  DAKOTA 

2 

2 

5,305,000 

OHIO 

5 

5 

6,467,000 

OKLAHOMA 

2 

2 

6,799,000 

OREGON 

2 

2 

4,512,000 

PENNSYLVANIA 

4 

4 

12,523,000 

SOUTH  CAROLINA 

3 

3 

15,819,000 

SOUTH  DAKOTA 

2 

2 

1,945,000 

TENNESSEE 

1 

1 

6,440,000 

TEXAS 

6 

6 

9,463,000 

VERMONT 

1 

1 

5,647,000 

VIRGINIA 

3 

3 

16,800,000 

WASHINGTON 

1 

1 

4,200,000 

WEST  VIRGINIA 

1 

1 

875,000 

WISCONSIN 

2 

2 

2,748,000 

WYOMING 

3 

3 

3,752,000 

TOTAL 

DIRECT: 

101 

$308,332,700 

TOTAL 

FFB: 

4 

23.501.000 

TOTAL: 

105 

$331,833,700 
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APPROVED  1994  LOANS 


Mr.  Durbin.  What  is  the  number  and  dollar  amount  of  electric 
loans  that  have  been  approved  to  date  for  fiscal  year  1994?  Please 
indicate  the  amounts  for  direct,  FFB,  and  bank  guaranteed  loans. 

[The  information  follows:] 


514 


DIRECT  ELECTRIC  LOANS  APPROVED 
FISCAL  YEAR  1994  -  ELECTRIC  PROGRAM 


LOAN 
DESIGNATION 

ALABAMA  33  U4-H 
IDAHO  4  AY4-H 
IOWA  57  W6-MC 
MINNESOTA  57  AK6-MC 
MISSOURI  28  AK6-MC 
MISSOURI  3  3  AK6-MU 
MISSOURI  44  AF6-MC 
NEW  MEXICO  8  AX6-MC 
NEW  YORK  20  Z6-MC 
NORTH  CAROLINA  10  BC4-H 
NORTH  DAKOTA  8  AP6-MC 
SOUTH  DAKOTA  34  R6-MC 
SOUTH  DAKOTA  3  6  R6-MC 
TEXAS  78  Y6-MC 
VIRGINIA  27  BC4-H 


APPROVAL 
DATE 

03-09-94 
02-24-94 
03-09-94 
02-16-94 
02-16-94 
02-16-94 
02-02-94 
02-02-94 
03-09-94 
03-09-94 
02-02-94 
03-09-94 
02-02-94 
02-02-94 
02-16-94 


AMOUNT 

APPROVED 

$4, 

270, 

000 

3, 

,500, 

000 

762, 

000 

2, 

,640, 

000 

1 

,562, 

000 

9, 

,367, 

000 

2 

,098, 

000 

725, 

,000 

700, 

,  000 

3 

,781, 

,000 

2 

,561, 

,000 

272 

,000 

825 

r000 

4 

,643 

,000 

21 

,600 

,000 

TOTAL  INSURED  LOANS: 


15 


$59,306,000 


FFB  GUARANTEED  LOANS  APPROVED 
FISCAL  YEAR  1994  -  ELECTRIC  PROGRAM 


LOAN 
DESIGNATION 


APPROVAL 
DATE 


AMOUNT 
APPROVED 


COLORADO  42  -  M8 
FLORIDA  24  -  AF8 
FLORIDA  33  -  AP8 


03-09-94 
11-30-93 
11-30-93 


$1,173,000 

4,500,000 

30,000,000 


TOTAL  FFB  LOANS: 


$35,673,000 
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UNOBLIGATED  AUTHORITY 

Mr.  Durbin.  Did  REA  use  all  of  the  loan  and  grant  authority 
provided  to  it  through  the  appropriations  process  during  fiscal  year 
1993?  If  not,  which  accounts  had  unused  funds? 

Mr.  Beyer.  A  summary  of  loan  and  grant  activity  will  be  pro- 
vided for  the  record. 

[The  information  follows:] 

REA  LOAN  AND  GRANT  ACTIVITY 

[Dollars  in  thousands] 

FY  1993  ap-        FY  1993  sup-         ^  ,993 
Program  propnated  lev-      portable  loan         actuals  Balance 

els  levels 

Direct  electric $625,035  $913,355  $913,355     

FFB  electric                                    813,450  781,692  773,849  $7,843 

Direct  telephone 239.250  '311,025  311.025     

FFB  telephone 119,625  105,000  78,517  26,483 

Rural  telephone  bank 177,045  175,000  174,999  1 

Rural  development  loans  12.389  13,268  12,389  879 

Distance  learning  and  medical  link  grants2  5,000  5,000 

i  Reflects  appropnated  loan  limitation  (celling).  Supportable  loan  level  was  $383,220,877. 

2 The  first  Distance  Learning/Medical  Link  grants  in  the  amount  of  $10  million  were  awarded  on  November  5,  1993  (FY  1994)  These  grants 
were  made  from  FY  1992  and  1993  funds  that  were  available  until  expended. 

PENDING  TELEPHONE  LOANS 

Mr.  DURBIN.  Please  provide  a  table  for  the  record  listing,  by 
state,  the  pending  telephone  loan  applications. 
[The  information  follows:] 
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TELEPHONE  LOANS  APPROVED — 1994 

Mr.  Durbin.  What  is  the  number  and  dollar  value  of  telephone 
loans  approved  thus  far  in  fiscal  year  1994?  Please  indicate  the 
amount  for  direct,  FFB,  and  bank  guarantees. 

[The  information  follows:] 
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CONSULTANT  CONTRACTS 


Mr.  DURBIN.  Would  you  please  list  for  the  record  all  contracts 
with  consultants  that  the  agency  entered  into  during  fiscal  years 
1993  and  1994? 


Year 

Contractor 

Amount 

1993 

MacFadden  and  Associates,  Inc.  . 

Stavropoulos  John  D 

$25,000 

25.000 

1994 

None  thru  March  31.  1994  

MANAGEMENT  CONFERENCES 

Mr.  DURBIN.  Did  REA  hold  any  management  conferences  outside 
of  the  Washington  area  during  fiscal  year  1993,  and  so  far  in  fiscal 
year  1994?  If  so,  where  were  they  held,  how  many  REA  employees 
attended,  and  what  was  the  cost  of  each  conference? 

Mr.  Beyer.  Yes,  the  information  will  be  provided  for  the  record. 

[The  information  follows:] 

REA  MANAGEMENT  CONFERENCES 

Location  Attended  Cost 

FY  1993 

Baltimore,  MO Headquarters  and  field  staff  national  conference $118,781 

Savannah,  GA Telephone  interim  conference 28,655 

Nashville,  TN  Borrower  accounting  interim  conference 24,065 

Nashville,  TN Electric  interim  conference  17,116 

FY  1994: 

Jacksonville.  FL Electric  interim  conference 24,322 

212,939 

FOREIGN  TRAVEL 

Mr.  Durbin.  Have  any  REA  employees  traveled  outside  the  Unit- 
ed States  on  REA  business  during  fiscal  years  1993  or  1994?  If  so, 
please  provide  the  details  of  such  travel  for  the  record. 

[The  information  follows:] 

FY  1993  AND  1994  TRAVEL  OUTSIDE  THE  UNITED  STATES 

Nam  Date  ot  travel  Destination 

John  Hunn 10/18-30/92  San  Juan,  Puerto  Rico 

James  Grant 10/18-30/92  San  Juan,  Puerto  Rico 

Sandra  Loaer 10/18-31/92  San  Juan,  Puerto  Rico 

Ronald  Dvorak 10727-11/22/92  Honolulu.  Majuro,  Ebey,  Saipan,  Yag,  Tamuning 

Gordon  Glen  Garrison 1/24-30/93  St.  Thomas,  Virgin  Islands 

Robert  Lozier 6/20-25/93  St.  Thomas.  Virgin  Islands, 

Ronald  Dvorak 5/18-6/4/93  Hawaii,  Majuro,  Pohnpei,  Chuuk,  Tamuning 

Gerald  Schrage  6/20-25/93  St.  Thomas,  Virgin  Islands 

Walter  Portrich 7/17-27/93  St.  Thomas,  Virgin  Islands 

Gordon  Glen  Garrison 7/18-28/93  St.  Thomas,  Virgin  Islands,  Canada 

Donald  Heald  7/17-28/93 

Ron?!d  Dvorak 10/11-11/3/93  Honolulu,  Saipan,  Tamuning 

Barbara  Eddy 10/22-11/2/93  Honolulu,  Tamuning 


RENEWABLE  ENERGY  LOANS 


Mr.  Durbin.  Have  any  applications  been  received  related  to  re- 
newable energy  sources? 
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Mr.  Beyer.  We  have  received  one  loan  application  from  the  state 
of  Colorado  for  demand  side  management  purposes.  However,  this 
proposal  does  not  include  any  renewable  energy  resources. 

RANDOM  TELEPHONE  LOOP  STUDY 

Mr.  Durbin.  Last  year  you  were  conducting  a  random  telephone 
loop  study  which  would  help  REA  evaluate  the  quality  of  service 
and  adequacy  of  maintenance.  What  are  the  results  of  that  study? 

Mr.  Beyer.  The  1992  REA  Loop  Study  looked  at  two  different 
groups  of  telephone  plants.  The  first  group  consisted  of  loops  that 
had  been  evaluated  in  1986.  About  half  of  these  loops  did  not  exist 
in  the  form  or  structure  originally  studied  in  1986  due  to  upgrad- 
ing from  party  line  service  to  all  one-party  and  conversion  of 
switching  from  electro-mechanical  to  digital. 

The  second  group  consisted  of  loops  that  had  not  been  included 
in  any  previous  REA  study.  The  study  of  these  loops  showed  that 
REA  borrowers  have  made  extensive  use  of  digital  switching  and 
were  providing  one  party  service  to  approximately  98  percent  of 
their  subscribers.  REA  will  be  providing  the  results  of  the  study  to 
those  companies  that  participated  in  the  study  later  this  summer. 
We  will  be  happy  to  provide  copies  of  the  results  of  this  study  to 
this  committee  as  soon  as  it  is  available. 

RURAL  BUSINESS  INCUBATOR  PROGRAM 

Mr.  Durbin.  What  is  the  status  of  the  Rural  Business  Incubator 
Program? 

Mr.  Beyer.  The  Rural  Business  Incubator  Program  was  estab- 
lished under  Title  XXIII  of  the  Rural  Economic  Development  Act 
of  1990  which  is  part  of  the  Farm  Bill  of  1990.  Currently  no  funds 
have  been  appropriated  to  this  program. 

RURAL  TELEPHONE  BANK  PROGRAM 

Mr.  Durbin.  The  budget  proposes  to  convert  the  Rural  Telephone 
Bank  Program — RTB — to  a  Treasury  rate  interest  program.  What 
studies  have  been  done  to  show  the  impact  to  the  borrower  and  the 
consumer?  Please  provide  details  for  the  record. 

Mr.  Beyer.  RTB  borrowers  would  see  their  interest  rate  increase 
from  5.69  percent  using  the  cost-of-money  formula  currently  speci- 
fied in  law  to  a  Treasury  interest  rate  of  5.98  percent,  or  an  in- 
crease of  .29  percent.  On  a  $1  million  loan,  the  increase  in  interest 
for  one  year  based  on  the  above  rates  is  $2,900. 

Mr.  Durbin.  The  budget  justification  states  that,  "RTB  borrowers 
have  the  financial  capability  to  pay  Treasury  interest  rates.  .  .  ." 
What  data  do  you  have  to  support  that  statement? 

Mr.  Beyer.  A  summary  of  loan  feasibility  at  increasing  interest 
rates  will  be  provided  for  the  record.  The  summary  shows  that  RTB 
loans  would  still  be  feasible  if  loan  interest  rates  were  to  double 
from  their  current  rate. 

[The  information  follows:] 
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Mr.  Durbin.  Thank  you.  Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman.  Let's  continue  in  the 
same  vein.  Mr.  Secretary  I  want  to  congratulate  you  on  your  posi- 
tion. 

Mr.  Nash.  Thank  you,  sir. 

Mr.  Skeen.  Mr.  Nash  and  Mr.  Beyer.  I  appreciate  the  back- 
ground and  the  experience  that  you've  had. 

COMMENTS  ON  REA 

We  have  a  severe  problem  in  the  REA  electrification  programs 
and  the  telephone  programs.  Everyone  in  this  country  thinks  that 
we  have  actually  completed  the  mission  the  co-ops  and  the  Admin- 
istration had  set  out  to  do.  We  have  electrified  the  whole  country- 
side. We've  got  them  telephones  and  so  forth,  and  that's  the  end 
of  it.  Now  they  should  be  supporting  themselves. 

Well,  that's  not  quite  the  case,  and  of  course,  the  great  budget 
cutters  that  we've  got  around  Congress  today  don't  usually  bother 
to  find  out  too  much  about  what  the  background  is,  something  that 
they  should  really  know,  particularly  if  it  has  something  to  do  with 
things  in  the  rural  areas.  Why,  that's  easy  prey  because  you're 
talking  about  a  few  people. 

I  happen  to  live  in  one  of  those  rural  communities,  and  I'm  the 
last  person  in  this  Congress  that  got  a  telephone,  I  suppose,  after 
I  got  here.  We  were  using  two-way  radios  for  a  long  time,  raised 
our  kids  with  that  kind  of  communication. 

REA  and  RTA  have  been  wonderful  programs.  Now  we've  got  a 
double-faceted  problem.  One  is  those  same  systems  that  we  have 
implemented  throughout  the  United  States  are  deteriorating,  so  it 
is  a  constant  process. 

Those  local  co-ops  have  to  borrow  more  money  to  hold  their  infra- 
structure together,  and  to  keep  up  with  the  depreciation. 

At  the  same  time,  we  are  asking  you  to  take  on  new  programs 
such  as  the  Information  Superhighway  program.  I  don't  see  how 
you're  going  to  do  it  with  the  budget  cuts  that  you've  got  planned. 
You  just  can't  stretch  that  kind  of  membrane  over  a  doorknob  and 
expect  it  to  last.  Something  has  got  to  give. 

Where  are  we? 

Mr.  Nash.  Congressman,  I  am  a  very  strong  supporter  of  the 
rural  electric  co-ops.  It  comes  from  my  experience  in  working  with 
the  co-ops  in  the  South,  and  their  role  in  providing  electric  service 
in  particular,  and  also  their  role  in  economic  development. 

I  think  that  all  of  us  are  having  to  do  more  with  less,  get  up  ear- 
lier and  go  to  bed  later.  We  have  no  choice.  The  challenges  are  still 
out  there,  and  the  problems  are  too.  I  agree  with  you.  Those  that 
say  there  is  no  future  role  for  the  REA  are  wrong.  There  is  a  role. 
The  maintenance  and  operation  and  upkeep  you  talked  about  is  so 
important. 

Other  utilities  have  to  do  the  same  thing  and  we  should  not  ex- 
pect any  less  from  them.  I  also  think  that  this  expanded  role  pri- 
marily for  the  national  office  is  very  important  because  they  under- 
stand what  it  means  to  start  a  project,  follow  it  through,  complete 
it,  and  manage  it. 
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That  is  the  same  experience  we  would  like  to  use  in  rural  infra- 
structure. I  would  be  the  last  one  to  say,  Congressman,  that  it  is 
going  to  be  easy.  It  will  not.  It  will  be  very  difficult. 

Mr.  Skeen.  I  agree.  There  is  nothing  easy  about  this  situation, 
but  I  just  believe  that  with  the  intelligence  that  we  have,  that  some 
way  or  another,  we're  going  to  come  up  with  some  kind  of  program 
that  allows  us  to  do  these  things.  I  have  to  admire  you  because  you 
are  facing  a  tremendous  and  awesome  responsibility,  and  I  just 
don't  know  how  you're  going  to  implement  it  with  the  cuts  in  the 
budgets  that  we've  got  in  this  thing,  and  that's  not  to  say  that  we 
shouldn't  try  to  do  it  more  efficiently  and  with  the  reductions  and 
so  forth. 

I  think  we  take  a  disproportionate  share  at  times. 

REORGANIZATION 

Mr.  Nash.  I  hope  that  some  of  the  actions  that  we're  taking  in 
the  reorganization  where,  for  an  example,  we  are  combining  admin- 
istrative functions  rather  than  have  an  administrative  unit  for  each 
one  of  the  agencies  will  help. 

In  my  mission  area,  for  an  example,  we  will  have  one  adminis- 
trative unit  rather  than  three  or  four,  and  there  are  several  other 
examples  like  that.  We  plan  to  save  money  by  increasing  our  effi- 
ciency and  learning  to  do  more  with  less. 

Mr.  Skeen.  Can  you  get  somebody  to  give  us  some  idea  on  a 
scale  or  a  percentile  or  something  of  that  kind,  of  just  what  kind 
of  returns  you're  talking  about  with  those  kinds  of  efficiencies? 

Mr.  Nash.  Congressman,  it  would  be 

Mr.  Skeen.  I  don't  want  you  to  quantify  it  to  the  dollar,  but  just 
give  me  some  idea  of  what  you  think  it  might  reflect  as  far  as  a 
percentage  of  your  budget. 

Mr.  Nash.  Let  me  think.  We're  projecting  in  our  reorganization 
an  overall  savings  of 

Mr.  Dewhurst.  It's  $2V2  billion. 

Mr.  Skeen.  So  $2Vfe  billion? 

Mr.  Nash.  Yes,  %2Vi  billion  over  five  years  for  the  department, 
and  the  Department's  total  budget 

Mr.  Dewhurst.  $60  billion. 

Mr.  Nash.  Now,  what  percentage  and  how  that  relates  to  the 
REA  program,  Congressman,  I'm  not  sure  I  can  give  you  an  esti- 
mate. 

Mr.  Skeen.  I  don't  want  to  ask  you  to  hammer  it  all  down  to  fine 
grist,  but  you  are  doing  an  excellent  job,  from  the  sounds  of  it,  try- 
ing to  readjust  yourselves. 

Mr.  Nash.  Well 

Mr.  Skeen.  And  if  it  reflects  like  $2V2  billion,  well,  pretty  soon 
you're  talking  real  money. 

I  stole  that  one  from  Dirksen.  [Laughter.] 

Mr.  Nash.  I  am  hesitant  to  estimate,  I  would  hope  that  we  could 
increase  efficiency  that  would  be  in  the  range  of  five  to  ten  percent. 
I  am  hesitant  to  give  you  numbers,  but  I'm  going  to  give  you  that 
figure  because  I  just 

TOTAL  USDA  BUDGET 

Mr.  Skeen.  What  is  your  total  budget  now? 
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Mr.  Nash.  For  the  whole  department? 

Mr.  Skeen.  Yes,  sir. 

Mr.  Nash.  It's  $60  billion. 

Mr.  Skeen.  $60  billion.  Five  percent  is  a  pretty  fair  return. 

Mr.  Nash.  Yes. 

FEDERAL  FINANCING  BANK  REFINANCING 

Mr.  Skeen.  I  hope  that  you  can  do  it.  Let  me  ask  you,  there  has 
been  little  if  any  progress  in  the  issue  of  the  FFB,  the  Federal  Fi- 
nance Bank,  refinancing  generation  and  transmission  co-ops,  and 
many  of  these  co-ops  have  been  waiting  for  the  refinancing  system 
to  be  put  in  place  since  what?  Last  September,  I  believe  it  was. 
What  progress  are  we  making  in  that  area? 

Mr.  Nash.  Congressman,  Mr.  Beyer  will  respond  to  that. 

Mr.  Skeen.  Surely.  Any  one  of  you. 

Mr.  Beyer.  Mr.  Skeen,  Mr.  Chairman,  there  is  $4.6  billion  of  re- 
pricing that  has  already  been  accomplished.  In  addition  to  that,  the 
repricing  or  the  refinancing  of  these  loans  which  brings  in  a  whole 
dimension  for  the  borrowers  and  much  more  flexibility,  is  also  in 
place.  Tomorrow  is  a  closing  date  for  the  first  refinancing  of  a  G&T 
cooperative,  and  we  have  three  more  that's  the 

Mr.  Skeen.  So  you  have  actually  processed  the  applications. 

Mr.  Beyer.  The  processing  of  the  applications  is  underway. 

Mr.  Skeen.  So  the  distribution  comes  in  the  near  future. 

Mr.  Beyer.  That  is  correct. 

RURAL  ELECTRIC  RATES 

Mr.  Skeen.  Seventy  percent  of  the  rural  electric  co-ops  have 
higher  rates  than  their  neighboring  utilities.  Does  this  present  a 
real  problem  in  rural  development  as  well? 

I  know  one  of  the  biggest  interests  of  any  type  of  business  is  re- 
sidual cost,  and  one  of  them  is  energy. 

Mr.  NASH.  Yes,  having  done  some  work  in  industrial  recruitment 
and  business  development,  I  know  that  you  are  correct,  that  is  one 
of  the  major  factors  that  companies  look  at.  It  does  put  rural  areas 
with  higher  electric  rates  at  a  comparative  disadvantage  to  a  sur- 
rounding area  where  a  company  might  want  to  locate  that  has 
lower  rates. 

Mr.  Skeen.  That  is  an  element. 

Mr.  Nash.  Yes,  sir. 

Mr.  Skeen.  I  too  am  really  amazed  at  the  cuts  in  the  programs 
on  the  medical  link  grant  program,  and  implementing  the  informa- 
tion superhighway  is  going  to  be  difficult,  so  you've  got  a  real  tough 
challenge. 

Mr.  Nash.  Yes. 

Mr.  Skeen.  I  don't  envy  you,  but  I  appreciate  the  effort  that  you 
make  and  if  we  can  be  of  any  help  other  than  sending  you  more 
money  why 

[Laughter.] 

Mr.  DURBIN.  Moral  encouragement. 

Mr.  Skeen.  We  will  give  you  a  lot  of  moral  support. 

Mr.  Nash.  We'll  need  that  too. 

Mr.  Skeen.  We  are  great  hot  air  producers  up  here.  I  don't  know 
whether  you  can  turn  that  into  energy  or  not.  [Laughter.] 
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Mr.  Skeen.  But  thank  you  all  very  much,  we  appreciate  it. 

Mr.  Nash.  Thank  you. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  The  geothermal  thing.  Mr.  Peterson. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman,  and  welcome,  Mr. 
Nash  and  Mr.  Beyer. 

Mr.  Nash.  Yes. 

Mr.  Peterson.  What  a  pleasure  it  was  to  meet  with  you  infor- 
mally last  week. 

Mr.  Nash.  Yes,  sir. 

Mr.  Peterson.  I  enjoyed  that  very  much. 

Mr.  Nash.  Thank  you. 

Mr.  Peterson.  I  think  the  Chairman  and  Mr.  Skeen  have  cov- 
ered a  great  deal  of  what  I  had  in  mind,  I  just  maybe  will  talk  to 
some  generalities. 

I  am,  like  they,  disappointed  that  a  deal  that  we  thought  we  had 
cut  on  the  Omnibus  Budget  Reconciliation  Act,  we  are  finding  now 
that  that  is  not  such  a  good  deal. 

I  look  at  Ag  programs  in  my  measurement  in  what  impact  they 
are  going  to  have  on  the  small  farmer  and  then  ultimately  in  rural 
development  because  we  need  to  get  something  going  in  the  jobs 
area  for  those  areas  which  I  represent — 18  counties  in  North  Flor- 
ida. While  some  people  think  Florida  is  all  Miami.  I  can  assure  you 
it  is  not.  It  is  a  whole  different  ball  game  where  I  live. 

Rural  folks  are  hurting,  and  when  we  start  to  try  to  do  some  de- 
velopment we  come  up  against  what  Mr.  Skeen  was  alluding  to, 
and  that  is  the  differences  in  rates  of  utilities  and  other  things. 
We're  not  competitive,  frankly.  Even  though  one  would  think  rural 
areas  have  all  these  give-aways,  they  are  really  not  competitive 
when  we're  trying  to  recruit  industries. 

In  fact,  I  think  that  the  reductions  that  we  see  in  the  electric 
programs  and  telephone  programs  are  directly  related  to  national 
media  in  that  some  of  the  hits  that  have  occurred  through  pro- 
grams like  Sixty  Minutes.  I  think  that  there  is  an  overreaction  on 
the  part  of  the  Administration  and  the  part  of  USDA  to  actually 
make  too  big  a  correction  to  what  might  be  seen  as  a  lack  of  integ- 
rity in  the  system. 

I  think  there  were  some  economies  that  could  be  plugged  in,  but 
not  to  the  degree  we're  talking  about.  The  budget  suggestions 
would  be  incredibly  painful.  If  we  assisted  you  in  finding  some 
other  monies  within  those  areas  of  which  you  have  control,  would 
you  find  that  useful? 

Do  you  consider  these  kinds  of  major  development  programs  as 
your  priority? 

Mr.  Nash.  Let  me  first  comment  on  the  news  stories  that  you've 
mentioned.  There  have  been  two  or  three  of  them  over  the  last  sev- 
eral years,  and  I  personally  believe  that  those  stories  have  been 
grossly  unfair  to  the  work  done  by  REA  and  the  co-ops  in  this 
country.  I  would  say  that  there  have  been  some  problems. 

But  I  think  the  news  media  tends  to  take  some  examples  of  mis- 
conduct and  apply  that  across  the  board,  and  that's  not  the  case. 

The  second  point  is,  as  I  mentioned  earlier,  higher  electric  rates 
and  other  utility  rates  are  a  factor  in  companies  deciding  to  expand 
or  where  to  locate.  I  do  think  that  some  of  that  can  be  made  up, 
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for  an  example,  in  rural  areas,  I  grew  up  on  a  farm  in  rural  Arkan- 
sas, and  I  know  that  the  work  ethic  among  people  in  rural  areas 
who  are  from  farms,  or  who  may  be  one  or  two  generations  away 
from  the  farm,  is  very,  very  strong,  and  a  lot  of  companies  are  look- 
ing for  that  now,  in  addition  to  the  cost  of  infrastructure. 

As  it  relates  to  your  comment  about  additional  resources,  the  Of- 
fice of  Management  and  Budget  has  indicated  a  willingness  to  work 
with  this  committee  on  any  changes  that  you  think  would  need  to 
be  made  in  the  REA  budget. 

TELECOMMUNICATIONS  IN  RURAL  AREAS 

Mr.  Peterson.  Let  me  go  to  another  thing,  and  I  think  that  the 
Chairman  alluded  to  this,  and  that  is  my  concern  that  the  rural 
areas  will,  if  we  are  not  careful,  be  once  again  left  behind  the  tech- 
nology power  curve.  This  is  especially  critical  at  this  time  when  we 
are  in  this  major  transition  into  the  information  superhighway  and 
those  other  kinds  of  things. 

The  REA  and  its  telephone  programs  were  actually  created  to 
bring  the  rural  America  up  with  urban  America,  and  while  it  is  not 
the  same,  it's  not  so  different  from  what  it  was  in  the  30's. 

The  potential  is  there.  The  technology  curve  is  skyrocketing  and 
you  see  that  in  the  fact  that  the  computer  on  your  desk  that  you 
bought  two  years  ago  is  now  a  boat  anchor. 

That's  occurring  now,  and  could  occur  if  we  don't  keep  up  with 
the  technology  in  the  rural  areas,  and  this  superhighway  will  end 
at  the  city  limits,  if  we're  not  careful.  That's  why  I'm  concerned 
with  stopping  the  med-link  programs  and  the  distance  learning 
programs  and  those  kinds  of  things  that  would  bring  them  along 
with  this. 

I  think  it  is  a  bad  precedent  right  now,  at  a  time  when  we're  ac- 
tually trying  to  expand  the  technological  access  points  out  into 
rural  areas. 

Was  that  in  the  discussion  or  the  consideration  when  you  went 
through  the  down-sizing  of  those  two  specific  programs? 

Mr.  Nash.  Yes,  sir,  there  is  a  realization  of  the  importance  of 
telecommunications  to  rural  America.  I  know  some  of  the  back  of- 
fice operations  that  we  have  in  rural  areas  now  would  not  be  pos- 
sible without  those  systems  in  place  from  a  business  development 
standpoint. 

I  think  that  we're  going  to  have  to  do  the  best  we  can  with  what 
we're  given.  I  realize  this  deliberative  process  will  come  up  with 
some  numbers  that  we  will  live  with  and  do  the  best  we  can.  There 
is  a  realization  of  the  problems  and  the  opportunities  out  there. 
Yes,  it  was  considered,  but  again,  looking  at  the  overall  constraints 
that  we  have  in  the  entire  USDA  budget,  what  we  have  before  you 
is  the  best  we  think  we  can  present. 

Mr.  Peterson.  Right.  Well,  you  know  I  have  some  concerns  over 
some  of  the  other  investments  that  you're  making. 

Mr.  Nash.  Yes,  I  do. 

Mr.  Peterson.  And  I'm  a  very  strong  supporter  of  the  REA  pro- 
grams. REA  is  a  proven.  I  mean,  there  is  no  experimentation  on 
this.  It  is  real.  We  know  that  when  we  invest  in  that,  we  get  some- 
thing back.  It  is  very,  very  appropriate  and  very  clear. 
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To  have  that  competing  with  something  that  isn't  so  sure,  and 
isn't  so  positive,  and  may  be  not  so  directed,  when  you  all  are  mak- 
ing these  hard  decisions  that  I've  been  told  you're  making,  I  would 
hope  that  that  is  made  USDA-wide,  that  we  don't  focus  just  within 
certain  little  pockets  of  interest  groups  within  the  USDA. 

But  I  support  what  you're  doing  and  I  just  lament  the  fact  that 
we're  cutting  programs  that  have  really  been  good  for  America.  It's 
made  rural  America  different.  It's  made  rural  America  successful 
in  a  lot  of  ways.  In  fact,  it  has  made  the  leaders  of  America,  be- 
cause if  you  look  around,  you  will  find  that  small  towns  in  America 
are  still  punching  out  the  largest  number  of  leaders. 

I  mean,  these  are  people  with  hard  work  ethics.  They  are  men 
and  women  of  integrity  and  it's  there  because  we  saw  in  the  future 
that  we  had  to  have  electrification,  telephones,  and  all  these  other 
things  which  your  Department  has  provided. 

But  I'm  an  ally  in  this  regard.  I'm  not  so  absolutely  certain  that 
the  total  USDA  resources  have  been  allocated  in  the  proper  fashion 
on  this  line,  though  I  appreciate  your  testimony  today  and  I  appre- 
ciate working  with  you  in  the  future. 

Mr.  Nash.  Thank  you,  sir. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you.  Mr.  Walsh. 

Mr.  Walsh.  Thank  you,  Mr.  Chairman,  and  thank  you  all  for 
your  testimony.  Mr.  Nash,  it's  a  pleasure  to  meet  you. 

Mr.  Nash.  Yes,  sir. 

Mr.  Walsh.  I've  talked  to  you  on  the  phone  a  couple  of  times, 
and  I'm  glad  I  finally  get  to  put  a  face  with  a  name,  and  I  thank 
you  for  the  fine  communication  we  have  had  with  your  office. 

Mr.  Nash.  Thank  you. 

Mr.  Walsh.  Before  I  came  to  Washington,  I  was  in  the  tele- 
communications industry.  These  are  very  exciting  times  right  now 
for  that  industry,  and  I  think  for  what  it  purports  to  do  for  the  na- 
tion. 

As  with  most  industries,  and  I  will  pick  up  on  what  Congress- 
man Peterson  was  talking  about,  the  capital  is  put  into  areas 
where  they  are  going  to  get  the  most  return.  Competition  has  in- 
creased throughout  the  telecommunications  industry.  With  regard 
to  long  distance,  the  first  line  I  believe  was  a  line  between  Chicago 
that  ran  down  to  St.  Louis. 

That  was  the  first  piece  of  telecommunications,  competitive  long 
distance  lines,  and  the  reason  they  went  after  that  was  because  it 
was  a  high  volume  service  line — I  believe  it  was  Southern  Pacific 
that  was  the  first  to  do  it — and  the  reason  they  went  after  it  was 
because  there  was  a  lot  of  money  there. 

So  the  resources  are  going  to  go  into  an  area  where  most  of  the 
traffic  is,  and  obviously  the  rural  areas  are  not  going  to  have  that 
sort  of  investment,  so  what  you  folks  do  is  very  important  in  terms 
of  this  high-speed,  fiber-optic  digital  communication  link  that  we're 
referring  to  as  the  superhighway. 

REA  TELEPHONE  LOANS 

There  are  large  telephone  companies  that  you  have  loaned  to  in 
the  past,  and  given  what  looks  like  a  reduction  in  support  for  your 
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programs,  will  you  continue  to  loan  to  the  large  telecommuni- 
cations cooperatives?  Will  you  focus  on  smaller  ones? 

How  will  you  prioritize  which  of  these  companies  you'll  work 
with  in  terms  of  not  only  the  size  of  the  company,  but  in  terms  of 
the  services  that  they  intend  to  provide? 

Mr.  Nash.  Let  me  respond  first,  and  then  I  would  like  to  ask  Mr. 
Beyer  to  respond. 

I  believe  that  we  are  required  by  law  to  make  loans  available  to 
those  large  systems;  and,  in  many  cases,  they  have  bought  smaller 
systems,  so  as  it  currently  stands,  we  cannot  deny  service  to  them. 

But  the  second  point  that  Mr.  Beyer  made  earlier  is  we  are  look- 
ing at  our  allocation  procedure  and  trying  to  figure  out  how  we  can 
concentrate  on  those  areas  most  in  need,  not  only  in  the  electric 
program,  but  in  the  telephone  program. 

So  I  would  hope  that  in  the  future,  we  will  concentrate  on  those 
areas  you're  talking  about,  where  the  large  companies  and  other 
private  sector  investments  might  not  go  because  it  is  not  profitable, 
but  where  there  is  a  public  purpose  to  do  so. 

If  I  might,  may  I  ask  Mr.  Beyer  to  respond? 

Mr.  Walsh.  Sure. 

Mr.  Beyer.  Thank  you,  Bob.  Congressman  Walsh,  you  are  right, 
it  is  a  first-in,  first-out  type  of  thing;  that's  the  legislation  and 
that's  the  way  it  is. 

As  I  mentioned  before,  the  Loan  Restructuring  Act  of  1993  did 
start  targeting  and  prioritizing  loans,  loans  for  the  electric  system, 
but  we  do  not  have  that  in  the  telephone  side  of  it  at  this  point 
in  time,  and  that's  something  that  Under  Secretary  Nash  has 
talked  to  me  about,  and  we  have  discussed  it. 

There  is  no  reflection  of  that  in  this  fiscal  year  1995  budget  at 
this  time. 

Mr.  Walsh.  What  percent  of  the  loans  are  telecommunications 
versus  electrical  or  power-related?  Do  you  have  any  idea? 

Mr.  Beyer.  In  a  dollar  amount? 

Mr.  Walsh.  Yes.  Well,  percent  of  the  portfolio. 

[Pause.] 

Mr.  Beyer.  If  you  would  like  me  to  get  back  to  you  on  that,  that's 
fine. 

Mr.  Walsh.  That  would  be  fine. 

Mr.  Beyer.  Thank  you,  Congressman.  We'll  get  back  to  you. 

Mr.  Walsh.  Yes. 

Mr.  Beyer.  I  need  to  correct  myself.  Barbara  Eddy  just  reminded 
me — she  is  the  deputy  assistant  administrator  for  telephone — we 
do  have  hardship  loans  in  FY  1994.  The  hardship  loan  program  has 
some  targeting  in  it,  but  that's  the  only  area  that  we  have 
targeting  in  the  telephone  program. 

Mr.  Walsh.  There  are  a  lot  of  people  who  advocate  for  rural 
areas  who  recognize  that  so  many  people  have  left  rural  areas  be- 
cause there  aren't  job  opportunities  available,  and  one  of  the  best 
ways  to  keep  people  in  a  rural  area  is  to  do  outreach  in  terms  of 
these  new  technologies. 

You  know,  I  live  in  a  community  in  central  New  York  which  is 
urban,  but  is  surrounded  by  suburban  and  rural  areas.  People  don't 
think  of  New  York  as  rural,  but  it  is.  There  is  a  great  deal  of  rural 
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area.  It  is  kind  of  like  Miami  is  not  Florida.  New  York  City  is  not 
New  York,  and  we  face  the  same  sort  of  perception  problem. 

But  we  think  that  we  can  improve  medical  care  and  education, 
and  indeed,  industry  in  rural  areas  through  this  telecommuni- 
cations outreach,  and  that  this  idea  of  the  electronic  cottage  can  be 
enhanced  by  the  superhighway. 

So  I  would  just  suggest  that  I'm  supportive  of  loans  to  tele- 
communications. I  think  that  in  terms  of  getting  this  technology 
out  there,  the  weakest  link  is  always  what  happens  from  the  tele- 
phone pole  to  the  house. 

You  know,  you  can  have  this  high-speed  superhighway  all  the 
way  down  from  one  city  to  the  next,  or  one  town  to  the  next,  but 
unless  you  can  take  that  piece  of  copper  that  runs  from  the  tele- 
phone pole  into  the  house  or  into  the  business,  and  replace  that 
with  fiberoptics,  it's  a  dead  end  at  the  pole. 

So  the  local  telephone  cooperatives  will  need  that  sort  of  support, 
and  I  am  supportive  of  that,  and  I  just  don't  know  how  you're  going 
to  accomplish  that  with  the  diminishing  resources  and  the  competi- 
tiveness of  the  situation. 

Mr.  Nash.  Congressman,  on  the  first  point,  you're  right,  most 
people  don't  think  New  York  is  rural.  I  had  an  opportunity  recently 
to  attend  a  meeting  with  rural  leaders  in  New  York  where  we 
signed  a  memorandum  of  agreement  between  the  state  and  USDA 
creating  a  rural  development  council,  where  the  state,  local,  and 
private  sector  come  together  to  work  on  rural  areas. 

Mr.  Nash.  And  I  learned  a  tremendous  amount  about  rural  areas 
in  New  York. 

It  is  going  to  be  difficult  for  us.  I  can't  say  otherwise.  It  will  be 
very  tough.  We  have  to  do  more  with  less. 

Mr.  Walsh.  Agreed! 

Mr.  Nash.  We  have  to  be  a  little  more  creative,  a  little  more  ag- 
gressive, try  to  obtain  as  many  efficiencies  as  we  can  in  the  way 
we  operate  and  hope  we  can  do  better. 

Mr.  Walsh.  Well,  I  wish  you  success  and  I  will  be  supportive. 
I've  got  to  admit,  when  I  came  to  this  committee,  I  was  looking 
more  to  cut  the  REA  than  I  was  to  provide  more  money.  It  looks 
like  the  Administration  has  one-upped  us  pretty  good  on  that. 
[Laughter.] 

So  I  find  myself  in  the  unique  position  of  defending  you.  [Laugh- 
ter.] 

But  I  do  want  you  to  know  that  I  think  you  have  good  support 
on  the  committee. 

Mr.  Nash.  Thank  you. 

Mr.  Walsh.  We  will  try  to  work  with  you. 

Mr.  Nash.  Thank  you,  sir. 

Mr.  Walsh.  To  meet  your  challenges.  Thank  you. 

Mr.  Nash.  I  appreciate  it  very  much. 

Mr.  Durbin.  Thank  you  very  much,  Mr.  Beyer,  and  we  will  now 
move  to  the  next  panel.  We  appreciate  the  REA  folks. 

Mr.  Skeen.  May  I  ask  one  more  question? 

Mr.  Durbin.  Oh  sure.  Mr.  Skeen,  I'm  sorry.  I  didn't  realize  you 
had  more  questions. 
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REA  LOAN  RESTRUCTURING  ACT 


Mr.  Skeen.  In  connection  with  this — and  you  mentioned  it  and 
that's  why  I'd  like  to  go  back  to  the  REA  Loan  Restructuring  Act 
of  1993.  Are  you  aware  of  the  criticism  that  you  may  have  exceeded 
the  statutory  boundaries  in  such  areas  as  the  hardship  priority  sys- 
tem, state  modernization  plan,  the  requirements,  and  the  man- 
dated concurrent  cost  of  money  under  the  RTB  loans? 

Are  you  familiar  with  that  criticism? 

Mr.  Beyer.  No  sir,  no. 

Mr.  Skeen.  We  are  hearing  that 

Mr.  Beyer.  Are  you,  Congressman,  are  you  addressing  the  tele- 
phone side  of  it? 

Mr.  Skeen.  We  have  a  blurred  line  here  somewhere. 

Mr.  Beyer.  Yes.  I'm  not  sure.  You  may  be  referring  to  the  state 
plans. 

[Pause.] 

Mr.  Beyer.  Could  I  ask  someone  to  respond,  Congressman? 

Mr.  Skeen.  Surely. 

Mr.  Beyer.  Barbara  Eddy  will  address  that. 

Mr.  Skeen.  I  would  be  very  happy  to  hear  from  Barbara.  Let  me 
ask  you  this.  Does  the  restructuring  program  deal  with  the  tele- 
phone programs? 

Ms.  Eddy.  Yes,  it  does. 

Mr.  Skeen.  I  understood  that  it  did. 

Ms.  Eddy.  Yes,  it  does. 

Mr.  Skeen.  I  got  the  impression  a  while  ago  that  we  hadn't  real- 
ly utilized  it  or  done  the  rulemaking  or  something  like  that,  but  I'll 
let  you  alone  now,  and  you  can  go  ahead. 

Ms.  Eddy.  Okay.  In  answer  to  your  question,  it  did  deal  with  the 
telephone  program.  We  went  out  with  an  interim  rule  December 
20th,  and  we  are  making  loans  under  the  Loan  Restructuring  Act. 

Part  of  our  interim  rule  includes  the  state  telecommunications 
modernization  plan.  Those  comments  have  been  received.  They 
were  due  by  February  18th.  There  is  a  lot  of  criticism  that  we  had 
from  about  83  commentors  on  that  interim  rule.  Almost  exclusively 
they  dealt  with  the  state  telecommunications  modernization  plan, 
and  a  lot  of  the  commentors  believe  that  we  over-stepped  our 
boundaries  in  writing  the  regulation. 

We  are  analyzing  all  the  comments,  and  we  will  most  likely  go 
back  out  with  another  interim  rule. 

Mr.  Skeen.  So  you  have  a  revision  under 

Ms.  Eddy.  Under  consideration  right  now.  I  must  say  we  did  not 
believe  we  over-stepped  our  boundaries  in  writing  the  regulation, 
but  we  will  analyze  them. 

Mr.  Skeen.  The  problem  is  having  no  guidelines  to  know  wheth- 
er you  have  over-stepped  them  or  not. 

Ms.  Eddy.  Well,  there  were  guidelines  in  the  Loan  Restructuring 
Act  that  mandated  that  we  establish  regulations.  They  gave  some 
broad  parameters;  and  we  expanded  on  those  parameters,  which  is 
the  case  with  regulations.  We  will  take  into  consideration  the  criti- 
cisms, and  where  possible,  we  will  make  changes. 

Mr.  Skeen.  To  the  final  regulations? 
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Ms.  Eddy.  Yes,  and  we  will  probably  go  out  with  another  interim 
rule.  We  anticipate  there  will  be  some  changes,  but  when  we  have 
that  many  changes  to  an  interim  rule,  we  don't  go  final,  we  go  back 
interim  again. 

Mr.  Skeen.  I  see.  The  Administration  was  critical  I  think  of  the 
RE&S  and  revised  the  telephone  program  to  more  precisely  focus 
the  assistance  by  prioritizing  the  five  percent  insured  loan. 

Ms.  Eddy.  Yes. 

Mr.  Skeen.  Is  that  correct? 

Ms.  Eddy.  In  our  interim  rule,  we  established  a  priority  system. 
We  are  operating  under  that  system.  The  system  is  based  on  points 
being  given  for  specific  purposes  of  the  loans,  such  as  a  loan  to 
serve  an  area  that  has  previously  not  received  service  would  be 
awarded  so  many  points. 

At  the  end  of  each  quarter,  those  with  the  highest  point  count 
will  get  the  loans  that  quarter. 

Right  now,  we've  only  made  $5  million  in  hardship  loans  so  far 
this  fiscal  year.  We  have  three  more  quarters.  They  are  in  the  proc- 
ess for  approval  this  quarter,  but  the  priority  system  is  in  effect  be- 
cause it  was  an  interim  rule. 

Mr.  Skeen.  Has  Congress  responded  to  some  of  this  by  enacting 
significant  restructuring  provisions  which  have  resulted  in  multi- 
year  budgetary  savings,  but  the  1995  budget  proposal  seemed  to  ig- 
nore the  legislative  revisions,  and  would  propose  to  eliminate  the 
re-targeted  hardship  loan  assistance.  Is  that  what  we're  talking 
about? 

Ms.  Eddy.  Yes,  it  is. 

Mr.  Skeen.  Okay.  What  does  this  do  to  the  equity  base  and  the 
interest  rates  on  these  loans  on  the  telephone? 

Ms.  Eddy.  The  interest  rates,  since  the  hardship  loan  program 
was  at  five  percent  interest,  under  the  cost-of-money  loans  that  are 
proposed,  the  interest  rate  will  go  up.  It  will  be  above  five  percent. 

Mr.  Skeen.  Above  five. 

Ms.  Eddy.  Yes. 

Mr.  Skeen.  Thank  you  very  much  for  your  responses. 

Ms.  Eddy.  You're  welcome. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thanks,  Mr.  Skeen.  I'm  glad  you  got  those  questions 
on  the  record. 

Mr.  Nash. 

Mr.  Nash.  Mr.  Chairman,  may  I  answer  one  question  that  was 
asked  earlier  that  we  now  have  the  answer  to  from  Congressman 
Skeen? 

The  question  is  the  breakdown  between  outstanding  electric  and 
telephone  loans.  As  of  12-31-93,  the  electric  loans  total  $34.4  bil- 
lion or  86  percent.  Telephone  loans  total  $5.4  billion,  or  14  percent 
for  a  grand  total  of  loans  outstanding  of  $39.8  billion. 

Mr.  Skeen.  That's  $40  billion. 

Mr.  Nash.  Yes,  sir. 

Mr.  Skeen.  Thank  you  very  much.  I  appreciate  having  it. 

Mr.  Durbin.  Thank  you  very  much.  Before  we  leave  this,  our 
subcommittee  members  Pastor  and  Vucanovich  have  some  ques- 
tions they  would  like  answered  for  the  record. 

Mr.  Nash.  Thanks. 
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LOAN  VOLUME  ESTIMATES 

Mr.  PASTOR.  Congress  appropriated  $46,020,000  to  REA  for  the  cost  of  municipal 
rate  loans  in  fiscal  year  1994.  The  fiscal  year  1994  appropriations  bill  estimates  that 
$600  million  in  municipal  rate  loans  can  be  issued  at  this  cost.  How  is  this  loan 
volume  estimated? 

Response.  REA  staff  developed  a  probable  application  level  for  fiscal  year  1994. 
REA  requested  funds  in  accordance  with  these  estimates. 

INTEREST  RATES 

Mr.  Pastor.  If  the  average  interest  rate  for  municipal  rate  loans  in  fiscal  year 
1994  is  53/s  percent,  what  volume  of  municipal  rate  loans  can  be  issued? 

Response.  Assuming  the  average  interest  rate  for  municipal  rate  loans  in  fiscal 
year  1994  is  5.375  percent  and  the  second  quarter  Treasury  rate  of  6.17  remains 
in  effect,  $642.7  million  in  loans  could  be  obligated  with  the  $46  million  appro- 
priated subsidy. 

Mr.  Pastor.  If  the  average  interest  rate  for  municipal  rate  loans  in  fiscal  year 
1994  is  5a/4  percent,  what  volume  of  municipal  rate  loans  could  be  issued? 

Response.  If  the  municipal  rate  was  5.75  and  Treasury  rate  remains  at  6.17,  the 
$46  million  appropriated  subsidy  would  support  a  loan  level  of  $1.6  billion. 

REA  CONSUMERS 

Mr.  Pastor.  The  REA  budget  request,  in  its  Electric  Program  Statistics  section, 
projects  that  the  13,183,000  cumulative  consumers  served  by  REA  borrowers  will 
grow  to  13,460,000  in  1994  and  13,737,000  in  1995.  This  would  indicate  a  4.2  per- 
cent growth  in  customers  over  the  two-year  period.  Is  the  1995  estimate  of 
13,737,000  cumulative  electric  customers  served  based  on  the  929  REA  borrowers 
in  1993,  the  projected  893  borrowers  in  1995,  or  all  rural  electric  cooperatives? 

Response.  REA  determined  the  average  increase  in  REA  distribution  borrower 
consumers  for  the  five  years  from  1987  to  1992  to  be  approximately  2.06  percent. 
The  projected  consumers  are  for  all  REA  borrowers  at  the  time  of  the  report. 

Mr.  Pastor.  How  are  the  projections  derived? 

Response.  After  detailed  trend  analysis,  REA  determined  there  to  be  a  continuing 
mild  upward  swing  in  the  connection  of  new  subscribers.  Trend  analysis  in  the  field 
of  electrical  needs  and  capacity  is  difficult  because  of  the  volatile  nature  of  the  in- 
dustry. Estimates  must  account  for  the  cost  of  fuels — the  cost  the  industry  must 
charge  the  consumer — the  weather,  the  economic  climate  of  individual  service  areas, 
and  many  other  factors. 

Mr.  Pastor.  How  reliable  have  past  REA  projections  been  of  cumulative  electric 
customers  served? 

Response.  REA  has  met  with  reasonable  success  in  formulating  growth  projec- 
tions, but  this  is  at  best  an  inexact  science. 

A  table  indicating  the  actual  consumer  growth  from  1987  to  1992  will  be  provided 
for  the  record. 

[The  information  follows:] 


1992 
1991 
1990 
1989 
1988 
1987 


Year:  Consumers  Percent  increase 

12,905,821 2.20 

12,621,389 1.89 

12,382,969 1.97 

12,139,143 2.81 

11,797,981 2.81 

11,628,110 

TERRITORIAL  COMPETITION 


Mr.  Pastor.  As  REA  works  to  develop  strategies  to  improve  the  integrity  of  its 
loans,  what  assistance  is  being  given  to  strategies  designed  to  assist  borrowers  fac- 
ing territorial  integrity  difficulties? 

Response.  With  increasing  competition  in  the  electric  industry,  territorial  protec- 
tion is  one  of  the  most  important  problems  facing  many  REA  borrowers.  The  Admin- 
istrator has  issued  a  memorandum,  dated  February  3,  1994,  to  all  electric  borrowers 
expressing  concerns  in  this  area.  The  memorandum  urges  borrowers  facing  terri- 
torial problems  to  provide  information  to  and  consult  with  REA  as  soon  as  terri- 
torial problems  arise  so  REA  can  respond  in  an  effective  and  timely  manner.  The 
memorandum  also  solicits  recommendations  regarding  the  strategies  REA  should 
adopt  to  assist  borrowers  facing  territorial  disputes. 
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FINANCIAL  SOUNDNESS  OF  CO-OPS 

Mr.  Pastor.  I  am  interested  in  hearing  from  you,  in  greater  detail,  about  the 
overall  soundness  of  REA  programs.  How  would  you  rate  the  overall  financial  health 
of  REA  borrowers,  that  is,  of  electric  distribution  Co-ops,  at  this  time. 

Response.  The  general  financial  health  of  REA  electric  distribution  borrowers  is 
very  sound.  As  of  December  31,  1992,  the  average  distribution  borrower  produced 
net  margins  from  operations  approximately  2.25  times  greater  than  the  amount  of 
annual  interest  on  debt.  Also  they  produced  cash  flow  approximately  2.18  times 
greater  than  the  total  amount  due  (principal  and  interest)  annually  on  all  outstand- 
ing debt.  The  Times  Interest  Earned  Ratio  (TIER)  and  the  Debt  Service  Coverage 
(DSC)  ratios  cited  above  have  been  relatively  stable  and  improving  slightly  over  the 
last  several  years. 

In  addition,  the  net  worth  or  equity  of  the  average  REA  distribution  borrower  was 
41.05  percent  as  of  year  end  December  1992.  This  means  that  over  40  percent  of 
the  average  borrowers  financial  needs  have  been  met  with  internal  funds. 

Mr.  Pastor.  Also,  how  would  you  rate  the  viability  of  the  REA  Direct  Loan  Pro- 
gram? 

Response.  Considering  the  currant  volume  of  loan  requests,  we  believe  that  the 
direct  loan  program  is  very  viable  in  meeting  borrower's  needs  at  a  reasonable  cost 
and  providing  reasonable  priced  electric  service  to  the  rural  areas. 

LOAN  GUARANTEES 

Mr.  Pastor.  What  is  the  actual  demand  for  the  loan  guarantee  program  that  REA 
is  projecting  for  the  next  year? 

Response.  When  the  budget  was  formulated  the  $275  million  was  the  estimated 
level  of  loan  demand.  This  has  increased  due  in  part  to  a  borrower  who  had  re- 
quested the  authority  to  prepay  with  a  negotiated  premium  being  rejected  by  Treas- 
ury. The  current  estimate  is  approximate  $500  million. 

Mr.  Pastor.  How  is  this  projection  being  calculated? 

Response.  Our  estimates  are  based  on  discussions  with  REA  borrowers  along  with 
material  which  they  have  submitted  to  REA. 

INTEREST  RATE  IMPACT 

Mr.  Pastor.  As  you  know,  we  are  under  real  constraints  for  the  foreseeable  fu- 
ture, as  we  take  steps  to  reduce  our  deficit  by  reducing  spending.  If  the  President's 
proposal  to  reduce  the  loan  subsidy  program  is  passed  by  Congress,  what  would  you 
anticipate  to  be  the  impact  on  the  systems  and  its  borrowers? 

Response.  A  one  percent  increase  in  interest  rates  would  result  in  the  average 
monthly  electric  bill  increasing  $.79  in  1997  and  $1.21  in  2002.  The  actual  increases 
are  dependent  on  what  happens  to  interest  rates. 

SCARCE  RESOURCES 

Mr.  Pastor.  How  can  we  best  direct  our  increasingly  scarce  resources,  assuming 
we  have  to  impose  some  reductions  to  some  of  our  agriculture  programs? 

Response.  Each  USDA  agency  including  REA,  has  been  wrestling  with  reductions 
in  programs  and/or  administrative  expenses  and  staff  years.  The  Rural  Electrifica- 
tion Loan  Restructuring  Act  of  1993  made  many  changes  in  the  REA  programs  that 
will  result  in  substantial  subsidy  savings.  The  rural  areas  are  often  overlooked 
when  the  many  voices  of  the  cities  and  suburbs  are  heard.  REA  will  continue  to  pro- 
vide the  best  possible  service  to  our  customers  with  the  appropriations  provided.  We 
have  a  proud  tradition  of  58  years  of  service  which  we  will  continue  as  REA  becomes 
part  of  the  Rural  Utilities  Service. 

INTEREST  RATE  PROPOSAL 

Mrs.  Vucanovich.  I  know  the  REA  program  is  a  successful  program  in  my  state 
of  Nevada  and  other  States  and  the  changes  that  Congress  made  to  the  program 
last  year  will  assure  that  Federal  funds  are  appropriated  where  they  are  most  need- 
ed. However,  I  do  have  a  concern  about  the  Administration's  proposal  for  higher  in- 
terest loans  rates  for  insured  loans  and  the  reduction  of  spending  in  loan  guaran- 
tees. I  am  concerned  about  how  this  will  affect  our  rural  electric  systems  and  the 
customers  in  rural  areas  which  ultimately  benefit  from  these  loans.  Would  you  care 
to  comment? 

Response.  We  certainly  share  your  concerns  about  maintaining  the  success  of  the 
REA  program.  The  current  budget  proposals  would  result  in  interest  rate  increases 
of  slightly  less  than  1  percent  to  the  borrowers.  If  a  co-op  borrows  $1  million,  the 
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increased  interest  cost  per  year  is  $8,550.  The  effect  on  consumer  rates  will  also  be 
modest.  Assuming  a  6  percent  interest  rate,  the  average  increase  to  the  consumer 
on  their  monthly  bill  is  $.79  in  1997  and  $1.21  in  2002. 
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BIOGRAPHICAL  SKETCH  OF 


Wally  Beyer 

Administrator 

Rural  Electrification  Administration 


Wally  Beyer  is  the  13th  administrator  of  the  Rural 
Electrification  Administration  (REA) .   He  was  nominated  by 
President  Clinton  in  October  1993  and  confirmed  by  the  Senate  in 
November  199  3  for  a  10-year  term. 

As  administrator,  Mr.  Beyer  manages  an  agency  which  has  approved 
more  than  $63  ^billion  in  loans  and  guarantees  since  the  inception 
of  the  program  in  1935.   Mr.  Beyer  supervises  an  outstanding  loan 
portfolio  of  more  than  $39  billion. 

In  addition,  Mr.  Beyer  oversees  a  rural  development  loan  program, 
a  distance  learning  and  medical  link  grant  program,  and  serves  as 
governor  of  the  Rural  Telephone  Bank,  a  source  of  concurrent 
funding  for  rural  telephone  systems. 

Mr.  Beyer  was  general  manager  of  Verendrye  Electric  Cooperative, 
Inc.,  Velva,  North  Dakota,  for  30  years.  This  co-op  serves  more 
than  8,4  00  members  in  six  counties  in  north  central  North  Dakota. 

He  has  also  served  on  the  board  of  several  statewide  commissions 
and  development  organizations  in  North  Dakota,  including  the 
North  Dakota  Economic  Development  Commission,  a  state  non-profit 
equity  development  corporation,  and  a  venture  capital  fund  for 
public/private  investment  in  rural  economic  development. 
Mr.  Beyer  organized  a  water  association  that  serves  1,400  rural 
members  and  the  Verendrye  Electric  Cooperative  continues  to 
provide  its  management  services . 

A  native  and  lifelong  resident  of  North  Dakota,  Mr.  Beyer  has 
been  active  in  the  organization  and  management  of  numerous 
activities  to  benefit  electric  cooperative  members  statewide  and 
in  community  and  political  affairs  in  his  home  area  of  Velva. 

Mr.  Beyer  graduated  from  North  Dakota  State  College  of  Science  in 
1958  and  served  a  four-year  enlistment  with  the  U.S.  Air  Force 
during  the  Korean  conflict. 

He  and  his  wife,  Pat  are  the  parents  of  two  daughters,  Wanda,  who 
is  married,  and  Janelle,  and  a  son,  Jonathan,  and  two 
grandchildren. 
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BIOGRAPHICAL  SKETCH  OF 

Alex  M.  Cockey,  Jr. 

Acting  Assistant  Administrator  Electric 

Rural  Electrification  Administration 


Alex  M.  Cockey,  Jr.  was  designated  Acting  Administrator  for  the  Electric 
Program,  on  January  18,  1994.  In  this  capacity,  Mr.  Cockey  is  responsible  for 
the  overall  administration  of  the  electric  program  of  the  Rural 
Electrification  Administration  (REA). 

Prior  to  this  appointment,  Mr.  Cockey  was  Deputy  Assistant  Administrator, 
Electric  Program.  He  joined  the  REA  staff  in  1969  as  an  electrical  engineer 
and  advanced  through  various  engineering  and  administrative  positions  of 
increasing  responsibility,  including  Chief,  Operations  Branch,  Western  Area; 
Director,  Southeast  Area-Electric,  and  Director  of  the  Power  Supply  Division. 

Before  joining  REA,  Mr.  Cockey  was  an  electrical  engineer  with  Naval 
Facilities  Engineering  Command,  Washington,  D.C.,  and  the  Virginia  Power 
Company  in  Richmond,  Virginia. 

Mr.  Cockey  received  a  Bachelor  of  Science  degree  in  electrical  engineering 
from  the  Virginia  Polytechnic  Institute  and  State  University  (Virginia  Tech) 
and  did  graduate  work  at  Virginia  Commonwealth  University. 

He  and  his  wife,  Marilyn,  reside  in  Centreville,  Virginia,  and  have  three 
daughters  and  four  grandchildren. 
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BIOGRAPHICAL  SKETCH  OF 


Barbara  L.  Eddy 

Deputy  Assistant  Administrator  -  Telephone 

Rural  Electrification  Administration 


Barbara  L.  Eddy  was  selected  in  December  1989  as  Deputy  Assistant 
Administrator  -  Telephone  of  the  Rural  Electrification 
Administration  (REA) ,  a  credit  agency  of  the  U.S.  Department  of 
Agriculture.   The  Deputy  Assistant  Administrator  is  responsible 
for  the  administration  of  the  REA  Telephone  Loan  Program  of  over 
900  borrowers. 

Mrs.  Eddy  also  serves  as  Deputy  Assistant  Governor  of  the  Rural 
Telephone  Bank,  established  in  1971  by  Congress  as  a  supplemental 
funding  source  for  rural  telephone  systems. 

Prior  to  her  current  position,  Mrs.  Eddy  served  as  Operations 
Branch  Chief  of  the  Southwest  Area  -  Telephone.   She  brings  over 
2  5  years  of  experience  in  working  with  REA  to  the  Deputy 
Assistant  Administrator  position. 

Her  background  includes  positions  both  in  the  Federal  Government 
and  private  industry — with  the  former  Department  of  Health, 
Education  and  Welfare;  IBM;  tax  consulting  and  real  estate  firms. 

Mrs.  Eddy  is  a  native  of  Cresson,  Pennsylvania.  Majoring  in 
accounting,  she  attended  Chabot  College  in  Hayward,  California, 
and  the  University  of  Maryland.   Barbara  and  her  Husband,  Tom, 
reside  in  Clarksville,  Maryland. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

STATEMENT  OF  WALLY  BEYER,  ADMINISTRATOR 

BEFORE  THE  HOUSE  SUBCOMMITTEE  ON  AGRICULTURE,  RURAL 

DEVELOPMENT,  FOOD  AND  DRUG  ADMINISTRATION,  AND  RELATED  AGENCIES 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  pleased 
to  be  here  with  Under  Secretary  Bob  Nash  to  present  the  Fiscal 
Year  1995  Budget  and  Program  Proposals  for  the  Rural 
Electrification  Administration  (REA) . 

I  am  honored  to  serve  as  the  Agency's  13th  Administrator.   I 
bring  with  me  30  years  of  experience  at  the  user  end  of  the  REA 
programs.   I  come  with  the  strong  belief  that  Federal  and  local 
partnerships  are  critical  for  continued  growth  and  development  of 
infrastructure  and  job  creation  in  rural  America. 

REA  has  implemented  the  new  rural  economic  development  loan 
and  grant  programs  in  addition  to  its  traditional  electric  and 
telecommunications  loan  programs.   REA's  rural  electric  and 
telephone  systems  have  been  encouraged  to  play  a  major  role  in 
improving  the  economy  of  rural  areas  through  voluntary  support  of 
economic  development  projects  because  they  are  in  a  unique 
position  to  provide  assistance  and  initiate  development  in  rural 
communities.   We  must  continue  our  work  in  rural  areas  with  an 
increasing  awareness  and  realization  that  Federal  dollars  should 
be  leveraged  with  borrower  and  private  capital  to  satisfy  total 
loan  demand. 
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Procedures  for  processing  loans  under  the  Rural 
Electrification  Loan  Restructuring  Act  of  1993  are  in  place.   In 
the  telephone  program,  the  first  loans  authorized  under  this  Act 
were  approved  in  the  amount  of  $81.1  million.   The  electric 
program  approved  $11  million  in  municipal  rate  loans  in  January. 
We  expect  to  use  all  the  funds  authorized  for  these  programs. 

ADMINISTRATIVE  BUDGET 

The  Budget  reguests  $38.3  million  for  administrative  expenses 
for  the  REA  as  compared  to  $38.7  million  for  Fiscal  Year  1994. 
The  Agency  will  be  asked  to  deliver  programs  with  fewer  human 
resources,  and  we  are  preparing  to  meet  that  challenge, 
efficiently  and  with  quality  service.   Reorganization  plans  will 
allow  streamlining  and  efficiencies.   More  emphasis  will  be  placed 
on  long  range  planning  and  farsighted  actions  in  the  rapidly 
changing  industries  of  telecommunications  and  energy  resources. 

ELECTRIC  PROGRAM 

The  President's  Budget  proposes  an  electric  direct  loan 
program  of  $500  million  at  Treasury  interest  rates.   This  program 
will  make  financing  available  to  borrowers  capable  of  making 
higher  interest  rate  payments  and  will  reduce  the  subsidy  cost  of 
the  program.   The  increased  interest  rate  to  the  borrower  is 


540 


slightly  less  than  one  percent  of  the  interest  rate  charged  for 
hardship  loans. 

The  Budget  continues  the  municipal  interest  rate  direct  loan 
program  with  a  $200  million  loan  level.   To  meet  the  needs  of 
electric  borrowers  unable  to  pay  municipal  or  Treasury  interest 
rates,  authority  is  requested  for  a  5-percent  hardship  loan 
program  of  $25  million. 

The  total  Fiscal  Year  1995  loan  request  for  the  direct 
electric  program  is  $725  million,  the  same  as  the  1994  authorized 
level.   Due  to  the  different  program  allowances  in  1995,  the 
Government's  cost  of  subsidies  to  operate  this  program  decreases 
from  the  1994  appropriated  level.   We  are  requesting  a  program 
level  of  $275  million  in  loan  guarantees  for  Federal  Financing 
Bank  loans. 

TELEPHONE  PROGRAM 

The  Fiscal  Year  1995  Budget  requests  a  loan  level  of 
$236.3  million  for  direct  Treasury  rate  loans,  $118.1  million  for 
direct  Federal  Financing  Bank  loans  and  $175  million  for  Rural 
Telephone  Bank  loans  for  a  total  of  $529.4  million  in 
telecommunications  loans. 

President  Clinton  and  Vice  President  Gore  have  been  promoting 
the  Information  Superhighway  which  would  provide  a  National 
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Information  Infrastructure.   One  principle  of  the  Administration's 
proposal  is  universal  service.   At  the  Department  of  Agriculture, 
Secretary  Espy,  Under  Secretary  Nash,  and  I  have  been  working 
diligently  to  make  sure  the  Information  Superhighway  runs  through 
rural  America.   The  future  of  rural  America  depends  on  its  ability 
to  retain  its  population,  attract  new  business,  provide 
competitive  health  care,  ensure  a  good  education  and  provide  the 
tools  to  compete  globally.   Telecommunications  and  information 
processing  are  critical  to  rural  America. 

The  Budget  also  reguests  $5  million  for  Distance  Learning  and 
Medical  Link  grants  which  allow  hospitals  and  schools  to  bring  the 
best  medical  care  and  the  newest  educational  opportunities  into 
rural  areas  via  the  Information  Superhighway.   There  is 
significant  demand  for  these  grants;  however,  overall  budget 
constraints  require  a  reduction  in  funding  for  the  program. 

Ensuring  that  the  Information  Superhighway  runs  through  rural 
America  is  an  exciting  new  focus  for  the  REA  and  I  look  forward  to 
working  with  you  in  the  future  on  both  authorization  and 
appropriation  issues  relating  to  this  important  initiative. 

RURAL  ECONOMIC  DEVELOPMENT  LOANS  AND  GRANTS 

The  Fiscal  Year  1995  Budget  requests  a  $12.9  million  loan 
level  for  the  zero-interest  Rural  Development  Loan  Program.   These 
loans  are  used  for  the  promotion  of  rural  economic  development  and 
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the  generation  of  jobs  through  business  ventures.   In  Fiscal  Year 
1993,  REA  loaned  a  total  of  $12.4  million;  51  loans  to  electric 
cooperatives,  totaling  $10.4  million  and  14  loans  to  telephone 
borrowers,  totaling  $1.9  million.   These  projects  were  leveraged 
with  approximately  $54  million  in  supplemental  funds  from  other 
sources,  including  private  financial  institutions,  local  and  state 
governments,  borrowers,  and  general  funds. 

The  Rural  Economic  Development  Grant  Program  final 
regulations  will  be  issued  soon.   Earnings  generated  by  the 
interest  differential  on  voluntary  cushion  of  credit  payments  made 
by  REA  borrowers  are  used  for  this  grant  program.   No  appropriated 
funds  are  needed.   It  is  estimated  that  $9.6  million  will  be 
available  from  Fiscal  Year  1994  earnings  and  approximately 
$20  million  in  prior  year  funds  that  are  available  until  expended. 
REA  expects  to  make  rural  economic  development  grants  later  this 
fiscal  year. 

THE  RURAL  UTILITIES  SERVICE 

Under  the  Secretary's  Reorganization  Plan,  the  Rural 
Utilities  Service  (RUS)  combines  the  electric  and 
telecommunications  programs  of  the  Rural  Electrification 
Administration  with  the  water,  wastewater  and  solid  waste  programs 
of  the  Rural  Development  Administration.   The  Rural  Utilities 
Service  will  provide  Under  Secretary  Nash  with  a  focused  agency 
dedicated  to  ensuring  that  rural  America  has  the  energy, 
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telecommunications,  water  and  wastewater  infrastructure  it  needs 
to  compete  regionally,  nationally  and  globally.   The  Rural 
Utilities  Service  will  provide  the  base  environment  critical  to 
economic  and  community  development  in  rural  America. 

REA  is  a  classic  American  Federal  agency  success  story 
providing  a  Federal/local  partnership  bringing  electric  energy  and 
telecommunications  into  the  whole  of  rural  America,  creating  a  new 
revolution  in  agriculture  and  modern  rural  life  styles  in  rural 
America . 

This  success  story  will  be  expanded  to  include  all  rural 
utility  services  -  electric,  telecommunications,  water  and 
wastewater  in  the  new  RUS.   The  RUS  will  continue  and  expand  the 
Federal/local  partnership  role  in  providing  a  full  circle  of  rural 
utilities  infrastructure  into  the  21st  century. 

CONCLUSION 

Mr.  Chairman,  in  conclusion,  I  am  proud  and  pleased  to  join 
Under  Secretary  Nash  in  our  new  mission  of  economic  and  community 
development  for  rural  America.   I  look  forward  to  working  with 
each  of  you  to  ensure  that  rural  America  develops  the  information, 
energy  and  natural  resource  infrastructure  needed  for  it  to 
nurture  and  flourish.   Rural  America  remains  a  vast  underdeveloped 
national  resource. 


78-307O-94-18 
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This  concludes  my  statement.   I  would  be  happy  to  respond  to 
any  questions  that  the  Subcommittee  may  have  about  the  proposed 
Fiscal  Year  1995  Budget.   Thank  you. 

### 
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"rural  electrification  administration 

Purpose  Statement 

The  Rural  Electrification  Administration  (REA)  was  established  by  Executive  Order 
7037  on  Hay  11,  1935,  to  provide  loan  funds  to  eligible  borrowers  for  the  purpose 
of  extending  central  station  electric  service  to  unserved  persons  In  rural  areas. 
Statutory  provision  for  the  Agency  was  made  In  the  Rural  Electrification  (RE)  Act 
of  Nay  20,  1936;  and  on  July  1,  1939,  under  Reorganization  Plan  II,  REA  became  a 
part  of  the  Department  of  Agriculture.  On  October  28,  1949,  the  purpose  of  REA 
was  expanded  by  Public  Law  423,  which  amended  the  Act  to  authorize  loans  for 
furnishing  telephone  service  to  rural  areas. 

Rural  Electrification  and  Telephone  Program 

Public  Law  93-32,  enacted  Hay  11,  1973,  amended  the  Rural  Electrification  Act  of 
1936,  as  amended,  by  establishing  a  "Rural  Electrification  and  Telephone  Revolving 
Fund"  (RETRF)  for  the  purpose  of  making  Insured  loans  to  REA  electric  and 
telephone  borrowers.  Loans  made  under  this  authority  bear  either  2  or  5  percent 
Interest  in  accordance  with  criteria  specified  In  the  Act,  and  have  a  maturity  not 
to  exceed  35  years.  The  Act  also  authorized  REA  to  guarantee  loans  made  by  other 
lenders  at  rates  and  terms  agreed  upon  between  the  lender  and  the  borrower.  The 
Rural  Electrification  and  Telephone  Revolving  Fund  legislation  contains  the 
following  statement  of  Congressional  Intent  regarding  the  REA  programs: 

".  .  .  It  Is  hereby  declared  to  be  the  policy  of  the  Congress  that 
adequate  funds  should  be  made  available  to  rural  electric  and 
telephone  systems  through  direct,  Insured  and  guaranteed  loans  at 
Interest  rates  which  will  allow  them  to  achieve  the  objectives  of 
the  Rural  Electrification  Act  of  1936,  as  amended;  and  that  such 
rural  electric  and  telephone  systems  should  be  encouraged  and 
assisted  to  develop  their  resources  and  ability  to  achieve  the 
financial  strength  needed  to  enable  them  to  satisfy  their  credit 
needs  from  their  own  financial  organizations  and  other  sources  at 
reasonable  rates  and  terms  consistent  with  the  loan  applicant's 
ability  to  pay  and  achievement  of  the  Act's  objectives." 

In  October  1976,  Public  Law  94-570  amended  the  Act,  changing  the  statutory 
criteria  used  in  determining  eligibility  for  the  special  interest  rate  (2  percent) 
insured  loans.  The  change  in  criteria  corrected  unintended  inequities  resulting 
from  P.L.  93-32,  to  bring  the  number  of  borrowers  eligible  for  the  special  rate 
more  in  line  with  Congressional  intent  and  the  borrowers'  actual  needs  for  loan 
funds  at  this  rate. 

On  August  13,  1981,  the  Omnibus  Budget  Reconciliation  Act,  Public  Law  97-35,  was 
signed  into  law  to  further  amend  the  RE  Act.  This  legislation  changed  the  Act  by 
eliminating  the  special  2  percent  interest  rate  on  insured  loans  from  the  RETRF. 
However,  it  did  provide  that  the  Administrator  may  make  insured  loans  at  a  rate 
less  than  5  percent,  but  not  less  than  2  percent,  if  the  borrower  has  experienced 
extreme  financial  hardship,  or  cannot  provide  service  consistent  with  the 
objectives  of  the  Act  without  charging  rates  so  high  that  a  substantial  disparity 
results  between  such  rates  and  those  charged  for  similar  services  in  the  same  or 
nearby  areas  by  other  suppliers. 

On  November  1,  1993,  The  Rural  Electrification  Loan  Restructuring  Act  of  1993, 
P.L.  103-129,  was  signed  into  law.  This  Act  established  different  Interest  rates 
to  be  charged  electric  and  telephone  borrowers  by  establishing  a  municipal  rate 
loan  program  for  electric  borrowers  and  a  Treasury  rate  loan  program  for  telephone 
borrowers.  This  Act  also  established  the  criteria  which  determines  borrowers' 
eligibility  for  hardship,  municipal,  and  Treasury  rate  loans  and  established  the 
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loan  levels  for  the  various  programs  for  fiscal  years  1994  through  1998.  In 
addition,  the  Act  amended  the  population  of  a  "rural  area"  for  receiving  telephone 
service  from  1,500  Inhabitants  to  5,000  and  expanded  eligibility  of  the  REA 
borrowers  for  loans  for  water  and  waste  disposal  facilities. 

As  of  September  30,  1993,  REA  employed  a  total  of  515  full -time  permanent 
employees,  2  part-time  permanent  employees,  and  2  other  employees.  The  field 
staff  consisted  of  110  permanent  full-time  employees  located  throughout  the  United 
States.  These  employees  utilize  their  homes  as  their  offices.  REA  maintains  no 
field  offices.  The  Washington  staff  was  composed  of  405  full-time 
permanent  employees,  2  part-time  permanent  employees  and  2  other  employees. 

Rural  Telephone  Bank 

Public  Law  92-12,  approved  Hay  7,  1971,  amended  the  Rural  Electrification  Act  of 
1936,  as  amended,  to  establish  the  Rural  Telephone  Bank  as  a  supplemental  source 
of  financing  for  the  growing  capital  needs  of  rural  telephone  systems.  Public  Law 
92-324,  approved  June  30,  1972,  further  amended  the  Act  to  permit  the  Secretary  of 
the  Treasury  to  purchase  the  Bank's  debentures. 

Public  Law  93-32  made  additional  amendments  to  the  Act  and  provided  for  Bank 
borrowing  authority  of  20  times  its  paid-in  capital  and  retained  earnings.  It 
also  required  that  the  Bank  charge  a  single  Interest  rate,  based  on  the  average 
cost  of  money  to  the  Bank,  but  not  less  than  5  percent  per  annum.  Bank  loans  must 
be  fully  amortized  over  a  period  not  to  exceed  50  years.  Most  loans  have  been 
made  for  a  35-year  period. 

Public  Law  100-203,  approved  December  22,  1987,  authorized  the  prepayment  of  Rural 
Telephone  Bank  loans  at  face  value  without  a  prepayment  premium  during  fiscal  year 
1988.  The  legislation  also  established  a  formula  for  determining  Interest  rates 
on  Rural  Telephone  Bank  loans,  defined  the  interest  rate  to  be  considered  for 
purposes  of  assessing  eligibility  for  loans,  and  established  In  the  Bank  a  reserve 
for  losses  due  to  Interest  rate  fluctuations. 

The  Rural  Telephone  Bank  is  managed  by  a  13  member  board  of  directors.  The  Bank 
board  holds  at  least  four  regularly  scheduled  meetings  a  year.  Activities  of  the 
Bank  are  carried  out  by  REA  and  the  Office  of  the  General  Counsel  employees. 

Through  fiscal  year  1991,  $592.1  million  in  Bank  capitalization  had  been  made 
available  through  the  purchase  by  the  United  States  of  the  Rural  Telephone  Bank's 
Class  A  Stock.  The  RE  Act  had  originally  set  the  maximum  Government  contribution 
at  $300  million.  The  Farm  Bill  of  1981  amended  the  RE  Act  to  permit  continued 
Class  A  Stock  purchases  in  annual  amounts  not  to  exceed  $30  million  through  fiscal 
year  1991,  with  total  purchases  not  to  exceed  $600  million.  This  completes  the 
capitalization  of  the  Rural  Telephone  Bank  under  current  law. 

Rural  Economic  Development 

On  December  21,  1987,  the  Omnibus  Budget  Reconciliation  Act  of  1987,  Public  Law 
100-203,  amended  the  Act  to  establish  a  Cushion  of  Credit  Payment  Program  whereby 
borrowers  are  authorized  to  make  voluntary  advance  payments  on  their  loans  and 
receive  5  percent  interest  on  those  advance  payments.  This  amendment  provided 
that  a  Rural  Economic  Development  Subaccount  be  maintained  in  the  Rural 
Electrification  and  Telephone  Revolving  Fund.  This  subaccount  Is  credited  monthly 
with  a  sum  determined  by  multiplying  the  outstanding  cushion  of  credit  payments 
made  after  October  1,  1987,  by  the  difference  between  the  average  weighted 
interest  rate  paid  on  outstanding  Certificates  of  Beneficial  Ownership  Issued  by 
the  Fund  and  the  5  percent  rate  of  interest  provided  to  borrowers  on  cushion  of 
credit  payments.  The  Administrator  is  authorized  to  utilize  the 
funds  in  the  subaccount  to  make  zero- interest  loans  and  grants  to  borrowers  for 
the  purpose  of  promoting  rural  economic  development  and  job  creation  projects. 
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Public  Law  101-624,  the  Food,  Agriculture,  Conservation,  and  Trade  Act  of  1990, 
enacted  November  28,  1990,  further  amended  the  Act.  Title  XXIII,  the  Rural 
Economic  Development  Act  of  1990,  authorized  several  new  programs  subject  to 
limitations  in  Appropriations  Acts.  They  are  as  follows: 

--  Distance  Learning  and  Medical  Link  Grants.  This  program 
is  to  provide  rural  communities  access  to  advanced  tele- 
communications services,  computer  networks,  and  improved 
rural  opportunities.  The  first  Distance  Learning  and 
Medical  Link  grants,  totaling  $10  million,  were  awarded  in 
November  1993. 

--  The  Rural  Business  Incubator  Fund.  This  fund  shall  be  used  to 
make  grants  and  reduced  interest  loans  to  electric  and 
telephone  borrowers  or  other  nonprofit  entities  to  promote 
business  incubator  programs  or  for  the  creation  or  operation  of 
business  incubators  in  rural  areas.  The  interest  rate  on  these 
loans  shall  not  exceed  5  percent. 

--  Financing  to  local  businesses,  community  development 
assistance,  technical  assistance  to  businesses,  and  for 
other  community  business  or  economic  development  projects 
provided  by  deferment  of  payments  on  direct  loans.  A 
borrower  may  defer  REA  scheduled  debt  service  payments  equal 
to  the  amount  of  investment  in  economic  development 
projects.  Borrowers  who  provide  financing  can  repay  the 
deferred  amounts  in  60  or  120  equal  monthly  installments. 

In  addition,  the  REA  Administrator  shall  promote  rural  economic  development  by 
providing  rural  communities  with  the  necessary  guidance,  technical  advice  and 
Information  to  plan  and  carry  out  rural  development  projects.  Information  on 
financial  assistance  from  both  Federal  and  non-federal  sources  will  be  dispensed 
to  enable  borrowers  to  expand  their  rural  development  efforts.  Borrowers  will 
also  be  made  aware  of  successful  rural  development  endeavors  to  encourage  their 
application  in  similar  operations  throughout  the  country. 

Rural  Communication  Development  Fund 

The  Rural  Development  Insurance  Fund  (RDIF)  was  established  on 
October  1,  1972,  pursuant  to  section  116  of  the  Rural  Development  Act  of  1972 
(Public  Law  92-419)  approved  August  30,  1972.  The  Rural  Communication  Development 
Fund  (RCDF),  a  separate  account  of  the  RDIF,  was  established  pursuant  to 
Secretary's  Memorandum  No.  1988  approved  May  22,  1979.  This  action  transferred 
certain  financing  authorities  under  the  Consolidated  Farm  and  Rural  Development 
Act  (7  U.S.C.  1921  et  seq.)  from  the  Farmers  Home  Administration  (FmHA)  to  the 
Rural  Electrification  Administration  for  the  purpose  of  financing  the  construction 
of  community  antenna  television  services  or  facilities  in  rural  areas.  The  RCDF 
was  set  up  to  insure  or  guarantee  loans  for  community  antenna  television  services 
or  facilities  to  both  cooperatives  and  commercial  borrowers.  The  program  was 
authorized  to  utilize  the  Community  Facility  authority  and  the  Business  and 
Industrial  authorities  of  the  Rural  Development  Act  of  1972. 

During  fiscal  years  1979  and  1980,  loan  guarantees  and  administrative  costs  were 
funded  from  amounts  authorized  for  or  originally  appropriated  to  FmHA.  Since 
fiscal  year  1980,  all  applicable  administrative  costs  have  been  provided  for  in 
the  REA  Salaries  and  Expenses  appropriation.  Loan  authority  made  available  is 
provided  for  separately  under  the  Rural  Communication  Development  Fund. 

In  1981,  it  was  determined  that  sufficient  capital  was  available  from  private 
investors  and  that  the  activity  could  be  more  appropriately  financed  by  the 
private  sector.  REA  continues  to  administer  the  existing  program  by  making 
advances  on  previous  loans  and  performing  debt  servicing.  The  last  loan  approved 
or  guaranteed  under  this  authority  was  in  fiscal  year  1981. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

Available  Funds  and  Staff-Years 
1993  Actual  and  Estimated  1994  and  1995 


1993  Actual 

1994  Estimated 

1995  Estimated 

Item 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Amount 

Staff- 
Years 

Loan  Authorizations: 

Rural  Electrification: 

Direct,  REA 

$913,355,000 
113,344,000 

-- 

$125,000,000 

600,000,000 
300,000,000 

-- 

$25,000,000 
500,000,000 
200,000,000 
275,000,000 

Direct,  Treasury  Rate 

Direct,  Municipal  Rate 

Direct,  FFB 1/ 

— 

Total,  Electric  Loans 

1,026,699,000 



1,025,000,000 



1 ,000,000,000 



Rural  Telephone: 

Direct,  REA 

311,025,000 
67,060,000 

-- 

100,000,000 
198,000,000 
120,000,000 

-- 

236,287,000 
118,143,000 

Direct,  Treasury  Rate 

Direct,  FFB 1/ 

-- 

Total,  Telephone  Loans 

378,085,000 



418,000,000 



354,430,000 



Rural  Telephone  Bank: 

Direct,  Cost  of  Funds 

Direct,  Treasury  Rate 

174,999,300 

-- 

199,847,000 

-- 

175,000,000 

-- 

Total,  RTB  Loans 

174,999,300 

— 

199,847,000 

— 

175,000.000 

— 

Rural  Economic 
Development  Loans 

12,389,000 



13,025,000 



12,865,000 

— 

Total,  Loan  Levels 2/ 

1,592.172,300 

— 

1,655,872,000 

— 

1,542.295,000 

— 

Loan  Subsidies: 

Rural  Electrification: 

Direct,  REA 

Direct,  Treasury  Rate 
Direct,  Municipal  Rate 
Direct,  FFB 

117,318,968 
5,293,165 

-- 

20,375,000 

46,020,000 
3,090,000 

-- 

2,363,000 

350,000 

16,000,000 

413,000 

-- 

Total,  Electric  Loans 

122.612,133 

_  _ 

69,485,000 



19,126,000 

— 

Rural  Telephone: 

Direct,  REA 

36,261,139 
53,648 

-- 

12,891,000 
40,000 

— 

47,000 

Direct,  Treasury  Rate 
Direct,  FFB 

-- 

Total,  Telephone  Loans 

36,314,787 



12,931,000 

— 

47,000 

— 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

Available  Funds  and  Staff-Years 
1993  Actual  and  Estimated  1994  and  1995 


1993  Actual 

1 994  Estimated 

1995  Estimated 

Item 

Amount 

Staff- 
Years 

Amount 

Staff - 
Years 

Amount 

Staff - 
Years 

Rural  Telephone  Bank 
Direct 

35,000 

-- 

3,118,000 

-- 

35,000 

Direct,  Treasury  Rate 



Total,  RTB  Loans 

35,000 



3,118,000 

— 

35,000 

— 

Rural  Economic 
Development  Loans: 

3,198,272 

3,423,000 

3,077,000 

Unobligated  Funds,  Lapsing 

37,954,808 

-- 

-    - 

-- 

-    - 

-- 

Total  Appropriated  Subsidies 

200,115,000 



88,957,000 

— 

22,285,000 

— 

Salaries  &  Expenses: 

Salaries  &  Expenses 

Office  of  Administrator 

35,600,901 
195,966 

519 
3 

38,776,000 

517 

38,339,000 

509 

35,796,867 

522 

38,776,000 

517 

38,339,000 

509 

Unobligated  Funds,  Lapsing 
Total  Appropriated  Funds    3/ 

2,241,133 
38,038,000 

522 

38,776,000 

517 

38,339,000 

509 

(RETL  Program  Account) 
(RTB  Program  Account)  ,  , 
(Office  of  Administrator) 

(29,163,000) 
(8,632,000) 

(243,000) 

(29,982,000) 
(8,794,000) 

(29,521,000) 
(8,818,000) 

Grants: 

Distance  Learning  and 
Medical  Link 4/ 

Rural  Economic 
Development 5/ 

5,000,000 

-- 

10,000,000 
29,607,000 

-- 

5,000,000 
9,600,000 

-- 

Appropriated  Funds 

Non-Appropriated  Funds 

243,153,000 

522 

137,733,000 
29,607,000 

517 

65,624,000 
9,600,000 

509 

Total  Available  Funds  ... 

243,153,000 

522 

167,340,000 

517 

75,224,000 

509 

1/    In  FY  1993,  FFB  electric  loans  totaling  $660,504,782  and  FFB  telephone  loans  totaling 

$1 1 ,456,988  were  repriced  under  credit  reform  procedures.  After  enactment  of  OBRA  of  1993, 

repriced  loans  are  no  longer  under  discretionary  authority. 
2/    Two  requests  have  been  submitted  to  the  Congress  to  rescind  a  total  of  $12,133,000  in  subsidy 

budget  authority.  The  first  request  was  $6,445,000  for  direct  5%  telephone  loans  and  the  second 

request  was  $2,300,000  for  direct  5%  telephone  loans  and  $3,388,000  for  direct  5%  electric  loans. 

The  REA  Loan  Restructuring  Act  of  1993  changed  the  eligibility  criteria  for  5%  telephone  loans. 

Estimated  demand  for  FY  1994  Is  approximately  $50  million. 
3/    Funds  appropriated  to  the  RETL  and  RTB  program  accounts  are  reimbursed  to  the  Salaries  and 

Expenses  account  In  FY  1993,  the  Office  of  the  Administrator  received  a  direct  appropriation. 

Currently,  all  Salaries  &  Expenses  funds  are  appropriated  to  the  loan  program  accounts  and  funding 

for  the  Office  of  the  Administrator  is  included  in  those  appropriations. 
4/    FY  1994  excludes  $10  million  in  available  carryover-  -$5  million  from  FY  1992  and  $5  million  from 

FY  1993. 
5/     Funds  are  generated  by  the  interest  differential  on  voluntary  cushion  of  credit  payments  made  by 

REA  borrowers. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

Permanent  Positions  by  Grade  and  Staff— Year  Summary 

1993  Actual  and  Estimated  1994  and  1995 


1993 

1994 

1995 

Grade 

Head- 
quarters 

Field 

Total 

Head- 
quarters 

Field 

Total 

Head- 
quarters 

Field 

Total 

Executive  Level  V 

1 



1 

1 

_     

1 

1 

_ 

1 

ES-5 

1 



1 

1 



1 

1 



1 

ES-4 

1 

— 

1 

1 



1 

1 



1 

ES-2 

2 



2 

2 



2 

2 



2 

SL-100 

1 



1 

1 



1 

1 



1 

GS/GM-15 

10 

— 

10 

11 



11 

11 



11 

GS/GM-14 

51 



51 

51 



51 

51 



51 

GS/GM-13 

86 

102 

188 

85 

103 

188 

83 

105 

188 

GS-12 

80 

3 

83 

80 

4 

84 

79 

4 

83 

GS-11 

26 

1 

27 

25 

4 

29 

24 

2 

26 

GS-10 

GS-9 

28 

4 

32 

27 

2 

29 

26 

2 

28 

GS-8 

8 



8 

8 



8 

8 



8 

GS-7 

41 



41 

40 



40 

40 



40 

GS-6 

38 



38 

38 



38 

36 



36 

GS-5 

16 



16 

16 



16 

15 



15 

GS-4 

12 



12 

12 



12 

12 



12 

GS-3 

4 



4 

4 



4 

4 



4 

GS-2 

1 



1 

1 



1 

1 



1 

GS-1 

Total  Permanent 
Positions 

407 

110 

517 

404 

113 

517 

396 

113 

509 

Unfilled  Positions 
end-of-year 

1 

1 

Total,  Permanent 
Employment, 
end-of— year 

407 

111 

518 

404 

113 

517 

396 

113 

509 

Staff-Year  Ceiing 

412 

110 

522 

404 

113 

517 

396 

113 

509 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

Classification  by  Objects 
1993  Actual  and  Estimated  1994  and  1995 


1993  1994  1995 


1 1  Personnel  Compensation: 

Headquarters $18,566,934 

Field 6,272,908 

Total,  Personnel  Compensation  24,839,842 

12  Personnel  Benefits 4,557,566 

13  Benefits  to  Former  Personnel 3,939 

Total,  Personnel  Compensation 

and  Benefits _      29,401,347 

Other  Objects: 

21  Travel 1,853,704 

22  Transportation  of  Things 26,500 

23  Communications,  Utilities  and 

Other  Rent 1,010,814 

24  Printing  and  Reproduction 291.280 

25  Other  Services 1,751,127 

26  Supplies  and  Materials 457,647 

31     Equipment 1,003,219 

33    Investments  and  Loans 1,769,601,300 

41  Grants  and  Subsidies 162,160,192 

42  Insurance  Claims 1,153 

43  Interest  and  Dividends 2,592,229,736 

Total,  Other  Objects 4,530,386,672 

Total,  Obligations 4,559,788,019 


$19,856,431 

$19,712,917 

6,708,569 

6,660,083 

26,565,000 

26,373,000 

4,947,000 

4,910,000 

15,000 

15,000 

31,527,000 

31,298,000 

1,965,000 

1,965,000 

90,000 

90,000 

1,038,000 

1,038,000 

365,000 

355,000 

2,303,000 

2,203,000 

681,000 

658,000 

807,000 

732,000 

1,681,073,000 

1,567,785,000 

134,311,000 

36,885,000 

2,743,936.000 

2,218.503,000 

4,566,569,000 

3,830,214,000 

4,598,096,000 

3,861,512,000 

Position  Data: 

Average  Salary,  ES  positions $102,153  $105,393  $109,030 

Average  Salary,  GS/GM  positions ....  $47,411  $50,749  $51,131 

Average  Grade,  GS/GM  positions  ....  1 0.98  1 1 .01  11  04 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

The  estimates  Include  appropriation  language  for  this  Item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  In  brackets): 

Rural  Electrification  and  Telephone  Loans  Program  Account 

Insured  loans  pursuant  to  the  authority  of  section  305  of  the  Rural 
Electrification  Act  of  1936,  as  amended  (7  U.S.C.  935),  shall  be  made  as 

1  follows:  5  percent  rural  electrification  loans,  S25.000.0OO:  Treasury 
rate  rural  electrification  loans.  S500.000.000;  [$125,000,000;  5  percent 
rural  telephone  loans,  $100,000,000;]  cost  of  money  rural  telephone  loans 
[$198,000,000]  $236.287.000;  municipal  rate  rural  electric  loans, 
[$600,000,000]  $200.000.000;  and  loans  made  pursuant  to  section  306  of  that 
Act,  [$933,000,000]  $393.143.000;  to  remain  available  until  expended. 

For  the  cost,  as  defined  in  section  502  of  the  Congressional  Budget  Act  of 
1974,  including  the  cost  of  modifying  loans,  of  direct  and  guaranteed  loans 
authorized  by  the  Rural  Electrification  Act  of  1936,  as  amended  (7  U.S.C. 

2  935),  as  follows:  cost  of  direct  loans  [$33,266,000;]  $2.363.000;  cost  of 
Treasury  rate  rural  electrification  loans.  $350.000;  cost  of  municipal  rate 
loans,  [$46,020,000]  $16.000.000;  cost  of  money  rural  telephone  loans, 
[$40,000]  $47.000:  cost  of  loans  guaranteed  pursuant  to  section  306 
[$3,090,000]  $413.000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the 
direct  and  guaranteed  loan  programs  [$29,982,000]  $29.521.000. 

The  first  change  allows  REA  to  make  section  305  electric  loans  at  Treasury 
Interest  rate  and  establishes  the  program  level  for  these  loans. 

The  second  change  allows  subsidy  to  be  appropriated  for  new  Treasury  rate  section 
305  electric  loans. 
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DEPARTMENT  OF  AGRICULTURE 

RURAL  ELECTRIFICATION  ADMINISTRATION 

Rural  Electrification  and  Telephone  Loan  Program 


Electric  Loans: 
Direct,  REA: 

Appropriations  Act,  1994 -.. 

Budget  Estimate,  1995 

Decrease  in  Appropriation - 

Direct,  Treasury  Rate: 

Appropriations  Act,  1994 

Budget  Estimate,  1995 

Increase  in  Appropriation + 

Direct,  Municipal  Rate: 

Appropriations  Act,  1994 

Budget  Estimate,  1995 

Decrease  in  Appropriation - 

Direct  Loans,  FFB: 

Appropriations  Act,  1994 

Budget  Estimate,  1995 

Decrease  in  Appropriation - 

Telephone  Loans: 

Direct,  REA: 

Appropriations  Act,  1994 

Budget  Estimate,  1995 

Decrease  in  Appropriation - 

Direct,  Treasury  Rate: 

Appropriations  Act,  1994 

Budget  Estimate,  1995 

Increase  in  Appropriation 

Direct  Loans,  FFB: 

Appropriations  Act,  1994 

Budget  Estimate,  1995 

Decrease  in  Appropriation 

Total  Decrease  from  1994  Appropriations  Act,  RETL 

Note  1 :   Due  to  enactment  of  OBRA,  loans  are  repriced  without  scoring  under  credit  reform  procedures 
and  therefore,  do  not  appear  as  new  loans. 

Note  2:  Two  requests  have  been  submitted  to  the  Congress  to  rescind  a  total  of  $12,133,000  in  subsidy 
budget  authority.  The  first  request  was  $6,445,000  for  direct  5%  telephone  loans  and  the 
second  request  was  $2,300,000  for  direct  5%  telephone  loans  and  $3,388,000  for  direct  5% 
electric  loans. 


Loan 
Authorization 

Subsidy 

$125,000,000 

25.000,000 

100,000,000 

$20,375,000 

2.363,000 

18,012,000 

500,000,000 
500,000,000 

350,000 
+               350,000 

600,000,000 
200,000,000 
400,000,000 

46,020,000 
16,000,000 
30,020,000 

300.000,000 

275,000,000 

25,000,000 

3,090,000 

413,000 

2,677,000 

100,000,000 

12,891,000 

100.000,000 

12,891,000 

198,000,000 

236,287,000 

38,287,000 

40,000 

47,000 

+                    7,000 

120,000,000 
118,143,000 



1,857,000 



88,570,000 

51,110,000 
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SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  loans,  subsidies,  and  administrative  expenses) 


Item  of  Change 


1994 
Appropriated 


Loans: 

Direct,  Electric $1,025,000,000 

Direct,  Telephone 418,000,000 

Total,  RETL  Loans 1 ,443,000,000 

Loan  Subsidies: 

Direct,  Electric 69,485,000 

Direct,  Telephone 12,931,000 

Total,  RETL  Loans  Subsidies  82,416,000 

Administrative  Expenses 29,982,000 


Changes 

1995 
Estimated 

-       $25,000,000 

63,570,000 

-68,570,000 

$1,000,000,000 

354,430,000 

1,354,430,000 

50,359,000 
12,884,000 

63,243,000 

19,126,000 
47,000 

19,173,000 

461,000 

29,521,000 
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EXPLANATION  OF  ELECTRIC  AND  TELEPHONE  LOAN  PROGRAM 

The  loan  authorizations  of  the  Rural  Electrification  Administration  are  used 
to  carry  out  the  provisions  of  the  Rural  Electrification  Act  of  1936,  as 
amended.  The  objectives  of  the  program  are  to  provide  loans  at  reasonable 
Interest  rates  to  borrowers  that  produce  and  distribute  electricity  and 
provide  telecommunications  service.  REA  administers  the  rural  electrification 
program,  which  provides  loans  to  borrowers  that  distribute  electricity  to 
farms  and  other  retail  users;  and  the  rural  telephone  program,  which  furnishes 
and  improves  telecommunications  service  In  rural  areas. 

As  required  by  Title  XIII,  section  13201,  of  the  Omnibus  Budget  Reconciliation 
Act  of  1990,  this  account  records  the  subsidy  costs  associated  with  the  direct 
loan  obligations  and  guaranteed  loan  commitments  of  this  account  in  FY  1992 
and  beyond.  Subsidy  amounts  are  obtained  by  estimating  the  difference  between 
the  Government':  cash  disbursements  and  the  net  present  value  of  the 
Government's  cash  inflows  resulting  from  direct  and  guaranteed  loans  made 
through  this  account. 

Electrification  Program  Statistics 
(Dollars  in  thousands) 


Cumulative 

Thru 

FY  1993 

Actual 

REA  financed  loans $22,854,451 

REA  funds  advanced 21,607,221 

REA  unadvanced  funds,  end  of  year.  1,247,230 

REA  principal  repaid 9,120,347 

REA  interest  paid 8,484,908 

FFB/Treasury  rate  loans 28,185,943 

Consumers  served-calendar 

year  (thousand-estimated)  1/...  13,183 
Miles  energized-calendar 

year  (thousand-estimated)  1/...  2,250 

Number  of  borrowers 929 


Cumulative  Estimates 


FY  1994 

$23,675,916 

22,478,961 

1,196,955 

9,630,566 

9,017,181 

28,485,943 

13,460 

2,270 
910 


FY  1995 

$24,400,916 

23,239,001 

1,161,915 

10,350,516 

9,556,980 

28,760,943 

13,737 

2,290 
893 


Telephone  Program  Statistics 
(Dollars  in  thousands) 

Cumulative 
Thru 

FY  1993  Cumulative  Estimates 

Actual  FY  1994  FY  1995 

REA  financed  loans $6,409,368  $6,756,694  $6,992,981 

REA  funds  advanced  5,591,967  5,853,055  6,119,873 

REA  unadvanced  funds,  end  of  year....    817,401  903,639  873,108 

REA  principal  repaid 2,189,659  2,325,969  2,466,276 

REA  interest  paid  1,899,937  2,041,069  2,191,505 

FFB  financed  loans 712,158  832,158  950,301 

Route  miles  of  line  constructed 

or  Improved- (thousand-estimated)  1/              960  970  980 
Dial  subscribers,  new  and 

Improved  service-calendar  year 

(thousands-estimated)  2/ 6,174  6,237  6,300 

Number  of  borrowers 952  945  938 

1/  Data  represents  accomplishments  from  all  sources  of  funds. 
2/     Data  represents  accomplishments  from  borrowers  financed  20  percent  or 
more  by  REA,  RTB,  and  guaranteed  loans. 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 

(1)  A  decrease  of  S100.000.000  in  direct  electric  loans  ($125.000.000  available 
in  1994). 

Need  for  Change.  A  5  percent  interest  rate  program  of  $25,000,000  will  be 
maintained  for  borrowers  who  are  financially  unable  to  pay  the  Treasury  or 
the  municipal  interest  rates. 

Nature  of  Change.  The  proposed  program  level  will  reduce  the  amount  of 
funds  available  at  the  5  percent  Interest  rate.  Total  available  funds  of 
$725,000,000  for  direct  electric  loans  remain  unchanged. 

(2)  A  decrease  of  $18.012.000  in  direct  electric  loan  subsidies  ($20.375.000 
available  in  1994). 

Need  for  Change.  The  subsidy  needed  to  support  each  loan  level  must  be 
recalculated  based  on  Federal  Credit  Reform  Act  of  1990  requirements. 

Nature  of  Change.  The  subsidy  for  this  program  reflects  the  cost  of  a 
$25,000,000  electric  loan  program  for  hardship  cases. 

(3)  An  increase  of  $500.000.000  in  direct  electric  loans  at  Treasury  interest 
rate  (none  in  1994). 

Need  for  Change.  The  Administration  proposes  to  establish  a  Treasury 
interest  rate  direct  loan  program  and  reduce  the  loan  subsidies  for  the  REA 
programs.  This  program,  along  with  the  $25,000,000  direct  program  at  5 
percent  and  the  $200,000,000  municipal  rate  program,  will  be  available  to 
meet  the  financial  needs  of  all  direct  electric  borrowers. 

Nature  of  Change.  This  program  level  will  provide  funds  for  electric 
borrowers  who  are  financially  able  to  qualify  for  loans  at  the  Treasury 
interest  rate. 

(4)  An  increase  of  $350.000  in  direct  electric  Treasury  rate  loan  subsidies 
(none  in  1994). 

Need  for  Change.  The  increase  will  provide  subsidies  for  the  proposed 
Treasury  rate  direct  electric  loan  program. 

Nature  of  Change.  The  interest  rate  increase  to  the  borrowers  will  reduce 
the  amount  of  subsidy  needed  for  the  REA  programs. 

(5)  A  decrease  of  $400.000.000  for  municipal  interest  rate  direct  electric 
loans  ($600.000.000  available  in  1994) . 

Need  for  Change.  In  order  to  reduce  the  cost  of  the  REA  program,  qualified 
borrowers  will  be  shifted  to  the  Treasury  interest  rate  program. 

Nature  of  Change.  This  program  level  will  provide  funds  for  electric 
borrowers  who  are  financially  able  to  qualify  for  loans  at  the  municipal 
interest  rate. 

(6)  A  decrease  of  $30.020.000  for  municipal  rate  direct  loan  subsidies 
($46.020.000  available  in  1994) . 

Need  for  Change.  To  reduce  the  cost  of  the  REA  program,  qualified 
borrowers  will  be  shifted  to  the  Treasury  interest  rate  program. 

Nature  of  Change.  The  subsidy  for  this  program  is  decreased  to  reflect  the 
cost  of  a  $200,000,000  municipal  rate  loan  program. 
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(7)  A  decrease  of  S25. 000.000  for  FFB  financed  direct  electric  loans 
(S300.000.000  available  in  1994). 

Need  for  Change.  The  program  level  is  decreased  to  reflect  the  estimated 
demand  for  new  FFB  financed  direct  electric  loans. 

Nature  of  Change.  This  program  level  will  provide  funds  for  new  FFB 
financed  direct  electric  loans. 

(8)  A  decrease  of  S2.677.000  for  new  FFB  financed  direct  electric  loan 
subsidies  (S3. 090. 000  available  in  1994). 

Need  for  Change.  The  subsidy  needed  to  support  each  loan  level  must  be 
recalculated  based  on  Federal  Credit  Reform  Act  of  1990  requirements. 

Nature  of  Change.  To  provide  funds  for  the  subsidy  cost  of  a  $275,000,000 
FFB  direct  eTectric  loan  program. 

(9)  A  decrease  of  SI00.000.000  in  direct  telephone  loans  (S100.000.000 
available  in  the  1994). 

Need  for  Change.  In  order  to  reduce  the  cost  of  REA  programs,  the  interest 
rate  charged  to  borrowers  will  increase  from  5  percent  to  the  Treasury 
interest  rate. 

Nature  of  Change.  This  proposal  eliminates  5  percent  loan  funds  for 
telephone  borrowers. 

(10)  A  decrease  of  S12.891.000  for  direct  telephone  loan  subsidies  (S12.891.000 
available  in  1994.) 

Need  for  Change.  The  proposal  will  shift  all  direct  telephone  borrowers  to 
the  Treasury  interest  rate  program  and  reduce  the  subsidy  costs  of  the  REA 
program. 

Nature  of  Change.  The  direct  telephone  loan  subsidy  is  eliminated. 

(11)  An  increase  of  S38.287.000  in  direct  telephone  loans  at  Treasury  interest 
rate  (S198.000.000  available  in  1994) . 

Need  for  Change.  The  increased  program  level  reflects  the  shift  of  all 
direct  telephone  loans  to  Treasury  interest  rate. 

Nature  of  Change.  This  program  level,  along  with  the  FFB  direct  telephone 
and  Rural  Telephone  Bank  programs,  will  be  available  to  meet  the  financial 
needs  of  all  direct  telephone  borrowers. 

(12)  An  increase  of  S7.000  in  subsidies  for  direct  telephone  Treasury  rate  loans 
(S40.000  available  in  1994) . 

Need  for  Change.  The  subsidy  needed  to  support  the  direct  telephone  loan 
program  at  the  Treasury  interest  rate  must  be  calculated  based  on  Federal 
Credit  Reform  Act  of  1990  requirements. 

Nature  of  Change.  The  subsidy  is  increased  to  reflect  the  cost  of  the 
proposed  direct  Treasury  rate  telephone  loan  program. 

(13)  A  decrease  of  SI. 857. 000  for  FFB  financed  direct  telephone  loan 
(S120.000.000  available  in  1994.) 

Need  for  Change.  The  program  level  is  decreased  to  reflect  the  estimated 
demand  for  FFB  financed  direct  telephone  loans. 
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Nature  of  Change.  This  program  level  will  meet  the  estimated  funding  needs 
for  borrowers  requesting  FFB  financed  telephone  loans.  Based  on  the 
Interest  rate  charged  (Treasury  rate  plus  1/8  of  1  percent)  to  the  borrower 
and  default  assumptions,  there  is  no  cost  to  the  Government  for  these 
loans.  Therefore,  no  subsidy  is  needed. 

(14)  A  decrease  of  S461.000  for  administrative  expenses  (S29.982.000  available 
in  1994K  This  decrease  is  justified  as  part  of  the  total  REA  in  Salaries 
and  Expenses. 


/ 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Rural  Electrification  Administration 

Number  and  Amount  of  Direct  REA  Electrification  and 
Telephone  Loans  by  State,  Fiscal  Year  1993 


ELECTRIC 

TELEPHONE 

fJCK 

Amount 

No. 

Amount 

UNITED  STATES 

256 

$913,355,000 

43 

$311,025,000 

Al abama 

6 

30,301,000 

Alaska 

1 

5,568,000 

Arizona 

3 

12,289,000 

Arkansas 

6 

25,068,000 

California 

2 

4,844,000 

1 

4,485,000 

Colorado 

5 

13,308,000 

2 

2,357,000 

Florida 

5 

25,454,000 

Georgia 

19 

71,164,000 

2 

34,673,000 

Illinois 

6 

16,292,000 

Indiana 

8 

10,766,000 

Iowa 

12 

16,371,000 

1 

1,410,000 

Kansas 

4 

3,412,000 

2 

11,878,000 

Kentucky 

16 

71,975,000 

1 

7,742,000 

Louisiana 

2 

11,894,000 

1 

8,065,000 

Maine 

1 

2,645,000 

Maryl and 

2 

40,873,000 

Massachusetts 

Michigan 

6 

12,344,000 

Minnesota 

20 

55,793,000 

3 

22,509,000 

Mississippi 

4 

17,539,000 

1 

3,178,000 

Missouri 

9 

23,048,000 

1 

5,000,000 

Montana 

3 

6,854,000 

2 

19,392,000 

Nebraska 

1 

590,000 

1 

4,100,000 

Nevada 

3 

5,647,000 

New  Mexico 

7 

16,192,000 

2 

29,437,000 

New  York 

1 

1,120,000 

1 

3,299,000 

North  Carolina 

14 

74,767,000 

1 

1,308,000 

North  Dakota 

5 

12,838,000 

4 

37,810,000 

Ohio 

8 

10,435,000 

Oklahoma 

7 

11,726,000 

3 

13,670,000 

Oregon 

8 

22,520,000 

1 

10,310,000 

Pennsylvania 

5 

10,318,000 

Rhode  Island 

South  Carolina 

9 

81,126,000 

South  Dakota 

14 

24,942,000 

3 

15,343,000 

Tennessee 

5 

31,899,000 

1 

15,530,000 

Texas 

11 

22,149,000 

1 

1,848,000 

Utah 

1 

5,522,000 

Vermont 

1 

1,691,000 

Virginia 

6 

57,973,000 

2 

12,173,000 

Washington 

3 

5,780,000 

West  Virginia 

Wisconsin 

6 

7,933,000 

3 

33,342,000 

Wyoming 

2 

3,728,000 

Marshall  Islands 

1 

3,999,000 

Puerto  Rico 

1 

34,824,000 
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Number  and  Amount  of  Direct,  FFB  Electrification  and 
Telephone  Loans  by  State,  Fiscal  Year  1993 


ELECTRIC 

TELEPHONE 

Np^ 

Amount 

No. 

Amount 

UNITED  STATES 

17 

$773,848,782 

11 

$78,516,988 

Alabama 

1 

1,549,310 

Alaska 

1 

2,227,553 

Arizona 

2 

76,408,612 

Colorado 

197,926,311 

1 

3,527,177 

Florida 

7,305,529 

Georgia 

1 

10,855,000 

Illinois 

41,700,486 

Iowa 

630,501 

1 

1,264,000 

Kentucky 

108,808,000 

Minnesota 

86,355,723 

Missouri 

2,395,000 

Nebraska 

1 

4,672,000 

North  Dakota 

2,141,000 

Oklahoma 

54,143,287 

1 

35,277,000 

Oregon 

27,341,388 

1 

3,976,000 

Tennessee 

1 

8,623,000 

Texas 

3 

168,692,945 

Wisconsin 

2 

6,545,948 

a/  Credit  Reform  procedures  require  the  inclusion  of  14  repriced  elelctric 
guaranteed  loans  in  the  amount  of  $660,504,782,  and  4  repriced  telephone 
guaranteed  loans  in  the  amount  of  $11,456,988. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new 
language  underscored,  deleted  matter  enclosed  in  brackets): 

Rural  Economic  Development  Loans  Programs  Account: 

For  loans  authorized  under  section  313  of  the  Rural  Electrification  Act, 
for  the  purpose  of  promoting  rural  economic  development  and  job  creation 
projects  [$13,025,000]  S12.865.000. 

For  the  cost,  as  defined  in  section  502  of  the  Congressional  Budget  Act  of 
1974,  of  direct  loans,  [$3,423,000]  $3.077.000. 
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DEPARTMENT  OF  AGRICULTURE 
RURAL  ELECTRIFICATION  ADMINISTRATION 

Rural  Economic  Development  Loans 


Loan 

Authorization  Subsidy 

Appropriations  Act,  1994 $13,025,000  $3,423,000 

Budget  Estimate,  1995 12,865,000       3,077,000 

Decrease  in  Appropriation -           160,000  346,000 


SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  loans  and  subsidies) 


Item  of  Change: 

Loan  Authority  ... 
Subsidy 


1994 
Appropriated 

$13,025,000 
3,423,000 


Change 


$160,000 
346,000 


1995 
Estimated 


$12,865,000 
3,077,000 


PROJECT  STATEMENT 
(On  basis  of  loans  and  subsidies) 


Project 

1993 
Actual 

1994 
Appropriated 

Increase  or 
Decrease 

1995 
Estimated 

Rural  Economic 
Development  Loans  : 

Loan  Level 

$12,389,000 

$13,025,000 

-$160,000  (1) 

$12,865,000 

Loan  Subsidies 

3,198,272 
224,728 

3,423.000 

-346,000  (2) 

3,077,000 

Unobligated  Balance, 
Lapsing  

Total,  Subsidy 

Appropriation 

3,423,000 

3,423,000 

-346,000 

3,077,000 

Note:   Under  the  Secretary's  proposed  reorganization  plan,  this  account  will  be  part  of  the  Rural 
Business  and  Cooperative  Development  Service. 


EXPLANATION  OF  PROGRAM 

This  program  provides  funds  for  loans  and  grants  authorized  under  section  313  of  the  Rural  Electri- 
fication Act  of  1 936,  as  amended,  for  the  purpose  of  promoting  rural  economic  development  and  job 
creation  projects  including  funding  for  project  feasibility  studies  costs,  start-up  costs,  incubator  project; 
and  other  expenses  for  the  purpose  of  fostering  rural  development 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 


(1)  A  decrease  in  loan  authority  of  $160.000.  ($13.025,000  available  in  FY  1994.) 

Need  for  Change,     In  order  to  reduce  the  cost  of  REA  programs,  the  loan  authority  has  been 
decreased. 

Nature  of  Change,     The  amount  of  loans  available  for  Rural  Economic  Development  Loans 
will  be  reduced  by  $1 60,000  from  the  FY  1 994  Appropriated  level. 

(2)  A  decrease  in  loan  subsidies  of  $346.000,  ($3.423.000  available  in  FY  1994.) 

Need  for  Change.     The  subsidy  needed  to  support  each  loan  level  must  be  recalculated  based 
on  Federal  Credit  Reform  Act  of  1990  requirements. 

Nature  of  Change.     The  subsidy  for  this  program  reflects  the  cost  of  a  $1 2.9  million  loan 
program. 


Number  and  Amount  of  REA  Rural  Economic  Development  Loans 
by  State.  Fiscal  Year  1 993 


Electric 


Telephone 


No. 


Amount 


No. 


Amount 


UNITED  STATES 


51    $10,403,000 


14     $1,986,000 


Arkansas 

Georgia 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

New  Mexico 

North  Carolina 

North  Dakota 

Oregon 

Pennsylvania 

South  Dakota 

Tennessee 

Virginia 

Wisconsin 


364,300 


2 

500.000 

3 

720.000 

4 

712.500 

3 

452,200 

3 

760.000 

1 

100.000 

7 

1,020.000 

2 

800,000 

3 

1 .068,000 

2 

450,000 

1 

300.000 

1 

100,000 

4 

690.000 

1 

60,000 

1 

400.000 

4 

855.000 

5 

500.000 

1 

400.000 

2 

151.000 

3 

1 


400,000 


276,000 
75,000 


240,000 


3 

1 

200,000 
250,000 

1 

100,000 

1 

45,000 

1 

400.000 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

STATUS  OF  PROGRAM 

Current  activities,  progress,  and  current  programs  under  each  project  are  outlined 
below: 

General  Program  Administration 

Since  inception  of  the  direct/Insured  loan  program,  through  September  30,  1993, 
approximately  $9.1  billion  in  regular  principal  payments  and  $8.5  billion  in 
interest  payments  have  been  made  by  electric  borrowers.  Telephone  borrowers  have 
paid  $2.2  billion  in  principal  and  $1.9  billion  in  interest.  As  of  September  30, 
1993,  four  electric  borrowers  were  in  arrears  with  a  total  delinquency  of  $865 
million.  Of  this  amount  $828  million  1s  due  from  three  borrowers  for  guarantees 
honored  by  REA,  and  $37  million  is  due  from  three  borrowers  on  direct/ insured 
loans  (two  of  whom  are  also  delinquent  on  guaranteed  loans).  Workout  agreements 
have  been  successfully  negotiated  with  nine  electric  borrowers  who  were 
experiencing  financial  difficulty. 

The  balance  of  advance  payments/cushion  of  credit  accounts  by  electric  and 
telephone  borrowers  was  $253.8  million  on  September  30,  1993,  an  Increase  of 
$109.6  million  from  a  year  earlier.  In  the  electric  program,  the  advance 
payment/cushion  of  credit  balance  was  $172.3  million  as  of  September  30,  1993,  an 
increase  of  $98.3  million  from  a  year  earlier.  In  the  telephone  program,  the 
advance  payment/cushion  of  credit  balance  was  $81.5  million  as  of  September  30, 
1993,  an  increase  of  $11.3  million  from  a  year  earlier. 

Accounting  and  Auditing  -  REA  accountants  are  responsible  for  advising  borrowers 
In  the  development,  establishment,  and  proper  maintenance  of  acceptable  public 
utility  accounting  records  systems.  In  addition,  REA  reviews  the  effectiveness  of 
the  methods  of  recording  and  controlling  borrowers'  assets,  liabilities,  and 
operations,  and  also  the  validity  of  the  resulting  reports.  Reliable  reports  aid 
management's  control  of  operations,  planning,  forecasting,  cash  flow  projections, 
loan  security,  and  program  appraisal. 

These  responsibilities  are  carried  out  primarily  by  the  field  accounting  staff 
with  supervision  and  technical  assistance  provided  by  the  Washington  office.  The 
Washington  Staff  has  primary  responsibility  in  conducting  Loan  Fund  and  Accounting 
Reviews  (LFAR's)  of  generation  and  transmission  (G&T)  cooperative  borrowers  and 
telephone  holding  company  borrowers  and  limited  responsibility  for  conducting 
LFAR's  in  general . 

During  fiscal  year  1993,  REA  accountants  completed  the  following  LFAR's: 

Unapproved  Disbursements 

ucu  Amount 

96  $20.2 

54  2.0 

0  0 

10  1.0 

In  the  electric  and  telephone  program,  borrowers  were  required  to  reimburse  the 
construction  fund  with  their  own  general  funds.  In  the  rural  economic  development 
program,  further  investigations  are  under  way  to  resolve  these  discrepancies. 


Number  of 

Prpqrsm 

LFAR's 

Electric 

356 

million 

Telephone 

373 

million 

CATV 

6 

Rural  Economic 

Development 

68 

million 
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Civil  Rights  -  In  fiscal  year  1993,  REA  continued  to  promote  patronage  of  minority 
business  enterprises  by  REA  borrowers  and  to  assist  the  borrowers  to  develop 
training  and  employment  opportunities  for  minorities  and  women.  REA  has 
maintained  its  efforts  to  broaden  outreach  with  minority  organizations  and 
Institutions  by  working  cooperatively  with  USDA  agencies  to  strengthen  and  expand 
the  capacity  of  historically  black  colleges  and  universities  to  serve  the  national 
Interest  through  quality  education.  REA  encourages  its  borrowers  to  actively 
involve  minorities  and  women  in  their  programs  and  activities  and  has  developed 
guidelines  which  borrowers  may  use  to  help  Increase  participation. 

During  fiscal  year  1993,  REA  processed  and  analyzed  civil  rights  compliance  and 
participation  reports  required  of  its  880  electric  borrowers  and  961  telephone 
borrowers.  In  addition,  the  REA  Equal  Opportunity  and  Civil  Rights  Staff  (EOCRS) 
completed  48  modified  civil  rights  compliance  reviews  of  electric  and  telephone 
borrowers  in  the  field.  Additionally,  the  General  Field  Representatives  of  REA 
conducted  311  pre-award  reviews  and  362  post-award  reviews. 

Several  REA  civil  rights  guidelines,  bulletins,  and  staff  instruction  will  be 
revised  and  codified  following  the  reorganization  in  1994.  REA  continues  to 
promote  its  Basic  REA  Civil  Rights  Development  Program  for  cooperatives  and 
telephone  companies.  This  voluntary  initiative  is  a  national  effort  and  provides 
the  means  for  REA  borrowers  not  only  to  comply  with  civil  rights  requirements,  but 
to  strengthen  the  borrowers'  equal  opportunity  posture.  The  EOCRS  is  particularly 
interested  in  connecting  cooperative  and  telephone  companies  with  predominantly 
minority  universities  and  other  local  educational  institutions  to  promote 
diversity  and  upward  mobility  in  the  borrowers  work  force.  At  the  close  of  fiscal 
year  1993,  a  total  of  421  electric  and  200  telephone  borrowers  are  participating 
in  this  program. 

Management  Improvement  Efforts  -  REA  management  is  continuously  striving  to  ensure 
the  security  of  the  $63.1  billion  in  financing  provided  to  approximately  2,000 
electric  and  telephone  borrowers  since  the  inception  of  the  program. 
Additionally,  REA  provides  engineering  and  management  assistance  to  its  borrowers. 
These  entail  auditing,  accounting,  and  management  responsibilities  with  automated 
data  processing  (ADP)  and  Information  Systems  (IS)  support. 

In  fiical  year  1993,  REA  completed,  with  the  aid  of  a  contractor,  an  Information 
System  Plan  (ISP)  for  the  Agency.  It  looked  at  all  phases  of  activities  performed 
by  the  Agency  at  all  levels.  Interviews  were  conducted  with  REA  employees, 
Department  of  Agriculture  employees,  and  others  having  an  interest  in  the  mission 
of  the  Agency.  These  interviews  provided  the  basis  of  the  types  of  information 
required  by  Agency  employees  to  carry  out  its  mission.  The  ISP  will  serve  as  the 
strategic  planning  document  for  further  automation  of  Agency  information,  which 
ranges  from  loan  accounting  systems  to  administrative  functions.  New  systems  and 
applications  will  be  developed  and  legacy  systems  will  be  updated  or  eliminated. 
Implementation  of  the  ISP  will  begin  in  fiscal  year  1994  with  a  5  year  projected 
completion  date.  The  need  for  new  and  updated  systems  will  continue  even  with  the 
changes  proposed  for  USDA  reorganization.  REA's  electric  and  telephone  programs 
are  expected  to  be  placed  in  the  new  Rural  Utilities  Agency  along  with  the  Water 
and  Waste  Disposal  Program  of  the  Rural  Development  Administration. 

REA  is  continuing  with  its  long-range  records  automation  plan.  Staff  is  working 
with  Kajax  Engineering,  Inc.  (KEI)  to  convert  several  existing  hard  copy 
information 

systems  to  electronic  imaging  document  archival  and  retrieval  systems.  The 
project  is  fully  integrated  into  the  Agency's  long-range  office  automation  plan. 
This  5-year  project  will  result  in  significant  office  and  storage  space  savings  in 
addition  to  improving  employee  productivity  in  the  records  management  arena.  The 
pilot  project,  involving  Agency  historical  publications  files,  is  approximately  90 
percent  complete. 
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Utilizing  the  KEI  contract,  REA  has  completed  the  conversion  of  Agency  directives 
and  other  publications  to  an  electronic  image  based  storage  and  filing  system. 
When  quality  assurance  testing  is  finished,  this  system  will  make  revision  of 
directives  easier  and  faster.  The  same  Image  discs  will  provide  the  framework  for 
electronic  distribution  of  directives  and  other  Agency  publications  and  eliminate 
the  need  for  maintaining  hardcopy  inventories.  In  addition  to  improving 
distribution  speed  and  delivery  options  (hard  copy,  floppy  disk,  electronic 
transfer,  or  fax),  we  expect  to  reduce  space  requirements  by  a  total  of  700  square 
feet  (300  office  and  400  storage). 

REA  has  also  taken  several  actions  to  upgrade  the  efficiency  of  Agency 

telecommunications  systems  and  reduce  costs.  We  have  switched  13  AT&T  800 

telephone 

lines  to  FTS  2000.  Programmable  telephone  sets  were  provided  to  headquarters 

employees  with  single-line  instruments,  thereby  improving  telephone  efficiency 

throughout  the  Agency. 

Training  -  REA  continues  to  develop  employees  through  new  and  existing  training 
programs.  In  fiscal  year  1993,  training  was  provided  for  Agency  headquarters 
employees  in  Technical  Writing,  Project  Management,  Planning  for  Retirement, 
Letter  Writing  for  Secretaries,  Loan  Documentation,  Proscreen  computer  training, 
Introduction  to  Microsoft-Word,  Introduction  to  Lotus  1-2-3,  Advanced  Microsoft 
Word,  Advanced  Lotus  1-2-3,  Electricity  101,  Advanced  Electricity,  and 
Construction  Work  Plans. 

Five  staff  members  that  were  selected  for  the  REA  Middle  Management  Development 
Program  in  1992  received  extensive  training  in  each  of  the  Agency's  programs  and 
basic  supervision  and  management  skills. 

In  addition  to  training  programs  for  headquarters  employees,  training  was  also 
provided  for  field  staff  at  area  conferences  throughout  the  year.  Forums  with 
supervisory  and  non- supervisory  headquarter  employees  were  conducted  to  help 
determine  changes  needed  in  Agency  administrative  policies  and  to  plan  future 
training  initiatives.  A  secretarial  advisory  committee  was  established  to  review 
training  needs  and  plan  future  secretarial  training. 

During  fiscal  year  1994,  we  will  continue  to  provide  on-site  training  in  technical 
and  management  topics  to  aid  in  the  development  of  Agency  employees,  including 
Supervisory  Training,  Communication  Skills,  Situational  Leadership,  Total  Quality 
Management,  Cultural  Diversity,  Sexual  Harassment,  Utility  Finance,  Cost  and  Toll 
Settlements,  Telecommunications  101,  Presentation  Techniques,  and  a  Secretarial 
Retreat. 

Financial  Services  Staff  -  In  the  late  1980's,  certain  generation  and  transmission 
systems  (G&T's)  and  distribution  cooperatives  found  themselves  unable  to  fully 
repay  REA's  direct  and  guaranteed  loans.  This  was  due  to  borrowers'  over- 
optimistic  projections  of  load  growth,  a  decline  In  actual  demand  for  electricity, 
costs  over-run  on  nuclear  plants,  unstable  oil  prices,  and  negative  economic 
changes. 

The  Financial  Services  Staff  (FSS)  has  been  working  with  REA's  troubled-borrowers 
to  maximize  the  Government's  repayment  collection  potential.  The  staff  has  been 
assigned  eleven  G&T's  and  six  distribution  cooperatives  with  debt  totaling  over 
$10  billion.  To  date,  seven  G&T  and  three  distribution  cooperatives'  debts 
totaling  over  $7  billion  have  been  restructured.  During  fiscal  year  1994,  FSS 
anticipates  accomplishing  workouts  of  two  G&T  and  three  distribution  cooperatives 
in  the  amount  of  approximately  $1.5  billion. 

REA  is  continuing  to  analyze  borrowers'  financial  and  economic  situations  to 
detect  potential  financially  troubled  borrowers  and  will  take  appropriate 
preventive  measures  to  ensure  the  Government's  security  on  its  outstanding  loans. 
In  addition,  REA  is  encouraging  potentially  troubled  borrowers  to  solve  their  own 
financial  problems. 
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ELECTRIC  PROGRAM 

Borrowers'  Progress  and  Financial  Development  -  As  of  December  31,  1992, 
REA  has  provided  financing  to  a  total  of  1,097  rural  electric  borrowers  In 
46  States,  Virgin  Island  also  and  Puerto  Rico.  At  the  end  of  1992,  934  of  these 
borrowers  had  loans  outstanding  to  REA  and  were  providing  electric  service  to 
12,183,255  consumers  over  2,095,906  miles  of  line,  and  employing  58,591  full-time 
employees.  Of  the  total  934  active  borrowers,  878  were  engaged  primarily  In 
operating  distribution  systems  while  56  were  engaged  in  operating  generation  and 
transmission  systems.  During  fiscal  year  1993,  borrowers  received  REA  and  non-REA 
financing  to  add  258,650  new  consumers  and  17,490  miles  of  line. 

The  total  number  of  miles  of  line  constructed  by  all  rural  electric  distribution 
borrowers,  including  former  borrowers,  reached  2,230,138  miles  as  of  December  31, 
1992,  and  the  number  of  consumers  served  12,905,821.  At  year  end  1992,  a  typical 
(median)  electric  distribution  borrower  operated  2,032  miles  of  line  serving  8,655 
consumers.  As  an  illustration  of  size  diversity,  57  borrowers  had  fewer  than 
2,000  consumers  and  58  had  more  than  35,000  consumers. 

Energized  distribution  borrowers  as  a  whole  showed  a  steady  financial  position. 
Their  composite  Times  Interest  Earned  Ratio,  a  critical  measure  of  financial 
strength,  improved  moderately  from  2.22  to  2.25.  Net  margins  from  distribution 
operations  Increased  to  $895  million.  However,  there  are  individual  distribution 
borrowers  with  financial  problems.  In  general,  power  supply  borrowers  performed 
satisfactorily.  There  are,  however,  individual  power  supply  cases  involving 
substantial  investment  where  problems  are  not  yet  resolved.  The  financial 
difficulties  result  from  causes  such  as  excess  capacity,  actual  construction  costs 
higher  than  planned  and  cancellation  of  construction.  REA  is  working  with  these 
borrowers  to  arrive  at  agreements  which  would  provide  repayment  of  their 
Government  loans  and  improve  their  financial  position. 

The  following  schedule  provides  a  percentage  distribution  of  kilowatt-hours 
(kWh)  sold,  revenue,  and  consumers  by  type  reported  by  REA  borrowers  operating 
distribution  systems  for  calendar  year  1992. 

Type  of  Consumer  kWh  Sold    Revenue   Consumers 

Residential,  Farm  and  Non-Farm  59.0      64.6  89.8 

Commercial  and  Industrial,  Small  18.5      19.2  8.6 

Commercial  and  Industrial,  Large  18.3      11.4  0.1 

Other  J^Z             _U  1.5 

Total  100.0%  100.0%  100.0% 

Borrower  Eouitv  -  As  of  December  31,  1992,  the  composite  net  worth  of  all  electric 
power  supply  and  distribution  borrowers  was  $11.5  billion  or  19.3  percent,  of 
total  assets,  compared  with  $5.6  billion,  or  13.4  percent,  in  1982.  Distribution 
borrowers  had  a  composite  net  worth  of  $11.1  billion  or  40.5  percent  as  of 
December  31,  1992,  compared  with  $4.7  billion  or  29.6  percent  in  1982.  Power 
supply  borrowers  had  a  composite  net  worth  of  $333  million,  or  1.0  percent,  as  of 
December  31,  1992,  compared  with  $913  million,  or  3.5  percent,  in  1982. 

Electric  Rates  -  During  calendar  year  1992,  REA  electric  distribution  systems  had 
a  net  increase  in  farm  and  residential  rates  (revenues  per  kWh)  of  2.5  percent. 
This  compares  with  increases  of  1.1  percent  in  1991  and  1.2  percent  in  1990.  The 
average  rate  to  the  farm  and  residential  consumers  was  7.73  cents  in  1992, 
compared  with  7.54  cents  in  1991. 

Fiscal  Year  1993  Loan  and  Loan  Guarantee  Activity  -  During  fiscal  year  1993,  REA 
approved  256  loans  in  the  aggregate  amount  of  $913,355,000  and  3  new  loan 
guarantees  in  the  amount  of  $113,344,000.  All  three  guaranteed  loans  were  made  to 
power  supply  borrowers.  REA  also  repriced  14  guaranteed  loans  under  credit  reform 
requirement  in  the  amount  of  $660,504,782. 
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Earthquake  Hazards  Reduction  Act  -  In  order  to  comply  with  the  Earthquake  Hazards 
Reduction  Act,  Executive  Order  12699,  "Seismic  Safety  of  Federal  and  Federally 
Assisted  or  Regulated  New  Building  Construction,"  Federal  agencies  had  to  develop 
seismic  safety  regulations.  REA  issued  its  regulations  in  June  1993.  Buildings 
designed  and  constructed  in  accordance  with  modern  seismic  standards  can 
economically  resist  severe  earthquakes.  In  California,  where  earthquake  hazards 
are  high,  up-to-date  seismic  design  standards  are  regularly  adopted.  The  lack  of 
recognition  of  earthquake  hazards  in  the  central  and  eastern  United  States  has  led 
to  local  building  codes  lagging  behind  the  West  Coast  in  the  adoption  of  modern 
seismic  criteria.  Buildings  financed  by  REA  are  to  be  designed  according  to 
building  codes  which  have  incorporated  modern  seismic  requirements  and  will  reduce 
risks  to  life  and  property  from  earthquakes. 

The  Clean  Air  Act  Amendments  of  1990  -  The  Clean  Air  Act  Amendments  of  1990  has  a 
substantial  impact  on  many  REA  borrowers  leading  to  increased  activity  for 
purchasing  pollution  monitoring  and  control  equipment.  Nearly  20  REA  financed 
generating  units  totaling  about  4600  MW  are  among  the  identified  "Phase  I"  units 
which  must  reduce  their  sulfur  dioxide  (SO2)  output  by  1995.  These  units  will 
have  to  install  upgraded  continuous  emission  monitors  to  track  the  pollutants 
coming  from  the  stack  and  to  also  meet  more  stringent  nitrous  oxides  (N0x) 
emissions.  REA  has  been  working  with  these  borrowers  in  their  efforts  to  finance 
this  equipment.  Meeting  the  new  SO2  emission  requirements  can  be  done  by 
switching  to  lower  sulfur  coal,  installing  sulfur  removal  equipment  (scrubbers)  or 
purchasing  pollution  allowances.  NOx  reductions  can  be  accomplished  by  installing 
low  NOx  burners  or  chemical  additives.  These  requirements  are  very  capital 
intensive;  and  the  affected  borrowers  are  looking  to  REA  for  loan  guarantees,  lien 
accommodations,  permission  to  use  pollution  control  bonds,  approval  to  use  general 
funds,  or  other  financial  assistance.  Another  17  REA  financed  generating  units 
will  be  required  to  take  similar  actions  in  order  to  meet  the  "Phase  II"  of  the 
Act  which  begins  in  the 
year  2000. 

Haior  Borrower  Actions  Resulting  From  the  Clean  Air  Act  Amendments  of  1990  -  In 
September  1993,  Big  Rivers  and  the  City  of  Henderson  (City)  sold  150,000  sulfur 
dioxide  emission  allowances  associated  with  the  City's  Henderson  Units  for 
$26,850,000.  This  sale  was  made  to  reduce  the  installed  cost  of  the  sulfur 
dioxide  absorption  system  for  the  Henderson  Units.  Big  Rivers  operates  the 
Henderson  Units  and  receives  by  contract  the  majority  of  the  power  generated. 

New  Construction  Work  Plan  Bulletin  -  REA  has  published  a  new  "System  Planning 
Guide,  Construction  Work  Plans"  bulletin.  This  bulletin  provides  a  guide  to  the 
borrowers  in  developing  future  work  plans  and  should  lead  to  more  sensible  and 
uniform  planning  in  the  future.  It  also  includes  a  model  work  plan. 

Revision  of  Bulletin  50-5  (25  kV  Construction  Drawings)  REA  is  in  the  process  of 
updating  Bulletin  50-5  (D-803)  "Specifications  and  Drawings  for  14.4/24.9  kV  Line 
Construction."  Significant  changes  are  being  made  to  the  specifications  which 
will  bring  them  into  compliance  with  the  new  edition  of  the  National  Electrical 
Safety  Code.  Unnecessary  drawings  will  be  eliminated  and  will  result  in  new 
drawing  numbers. 

REA  continues  to  review  applications  for  listing  of  materials  and  equipment  in  REA 
Bulletin  1728C-100,  "List  of  Materials  Acceptable  for  Use  on  Systems  of  REA 
Electrification  Borrowers."  Approximately  125  applications  for  listing  are 
received  annually.  At  the  present  time,  products  from  over  200  manufacturers  are 
included  in  the  List  of  Materials.  This  provides  the  borrowers  with  a  11st  of 
readily  available  equipment  and  materials  which  fit  into  REA  standard  line 
construction  and  meet  all  applicable  REA  and  national  standards.  The  listed 
materials  provide  interchangeability  among  different  manufacturer's  materials, 
enhance  economy  of  construction,  and  foster  cooperation  between  borrowers  in 
service  restoration. 
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Specifications  for  Wood  Crossarms.  Poles,  and  Quality  Control  and  Inspections  - 
These  publications  were  recently  released  and  update  REA  requirements 
for  timber  products.  They  provide  REA  electric  and  telephone  borrowers, 
manufacturers  of  timber  products,  and  the  public  with  the  rules  and  procedures  the 
manufacturers  of  timber  products  must  follow.  These  updated  standards  assist  REA 
electric  and  telephone  borrowers  in  providing  their  members  or  subscribers  with 
the  most  modern  and  efficient  electric  or  telephone  service  at  the  lowest  cost. 

A  major  change  to  the  specification  is  addition  of  Copper  Naphthenate  (CuN)  as  an 
acceptable  preservative  system.  The  Environmental  Protection  Agency  label 
registration  for  CuN  is  "non-restricted  use"  and  does  not  require  special  handling 
and  disposal.  The  handling  and  disposal  of  other  types  of  preservative  systems 
increase  the  cost  in  constructing  overhead  lines.  REA  has  also  found  that  the 
additional  cost  of  upgrading  retention  levels  is  under  $10  per  pole  in  most  cases 
and  may  increase  the  service  life  of  the  pole  by  one  third.  As  a  result,  REA 
revised  Its  usage  areas  and  required  retentions  for  poles. 

Environment  -  To  encourage  involvement  of  Federal  and  state  agencies  and 

the  general  public  in  the  environmental  review  of  projects  proposed  for  REA 

financial  assistance,  REA  convenes  interagency  and  public  scoping  meetings 

and  conducts  site/corridor  inspections.  During  fiscal  year  1993,  REA  held 

six  interagency  and  three  public  scoping  meetings  and  conducted  nine  site/corridor 

inspections. 

Fiscal  year  1993  saw  reduced  activity  in  the  construction  of  transmission  lines, 
substations,  small-scale  power  generation,  and  headquarters  facilities  for  which  a 
detailed  investigation  of  environmental  impacts  was  required.  REA  procedures 
require  preparation  of  an  environmental  assessment  and  approval  of  environmental 
issues  before  a  financial  assistance  package  can  be  approved.  Ten  projects  (six 
generation  and  four  headquarters)  within  this  category  received  environmental 
approval  during  the  year  as  compared  to  17  projects  the  previous  year.  New 
generation  projects  included  combustion  turbines  (200  MW),  diesel  (4  MW),  and 
hydroelectric  (4.8  MW) .  The  other  generation  related  projects  involved  repowering 
a  100  MW  facility  in  Alabama,  fuel  switching  to  Wyoming  coal  at  a  Missouri 
facility,  and  the  installation  of  new  ash  and  scrubber  sludge  facilities  at  an 
Arizona  facility.  Four  additional  projects  in  this  category  are  presently  under 
review. 

REA  borrowers  continued  to  rebuild,  upgrade,  and  expand  their  electric  and 
telecommunication  systems.  Although  formal  environmental  documentation  by  REA  was 
not  required  for  every   submittal,  each  project  was  reviewed  for  its  environmental 
acceptability  and  compliance  with  REA's  environmental  policies  and  procedures. 
During  the  year,  approximately  1,100  environmental  submissions  were  reviewed. 
Financial  assistance  or  other  approval  was  not  granted  unless  the  environmental 
consequences  were  acceptable.  Line  rerouting  or  other  mitigative  actions  to  avoid 
or  reduce  impacts  were  required  for  several  of  these  projects.  In  seven 
instances,  formal  agreements  were  concluded  among  the  jurisdictional  agencies 
before  REA's  project  approval  could  be  given. 

The  Clean  Air  Act  Amendments  of  1990  has  required  some  power  supply  borrowers  to 
undertake  modifications  to  their  existing  coal -fired  generation  facilities  which 
are  subject  to  environmental  review  by  REA.  The  environmental  review  and  approval 
of  modifications  at  three  facilities  was  completed  during  the  fiscal  year. 

The  applications  for  184  rural  economic  development  projects  submitted  by  electric 
and  telephone  borrowers  were  also  reviewed  for  environmental  acceptability  in 
fiscal  year  1993.  This  total  represents  a  12  percent  increase  from  the  previous 
fiscal  year. 

Load  Forecasting  -  REA  reviewed  and  approved  approximately  500  load  forecasts 
prepared  by  borrowers  in  fiscal  year  1993.  These  forecasts  are  used  by  borrowers 
to  determine  need  for  facilities  and  sources  of  revenues.  REA  works  with 
borrowers  during  the  development  of  the  forecast  and  provides  suggestions  for 
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future  Improvements.  Borrower  kWh  sales  projections  have  reached  a  high  level. 
New  REA  Initiatives  Involve  the  development  of  better  load  shape  and  peak  demand 
(kW)  modeling  and  projections.  This  Initiative  encourages  borrowers  to  develop 
the 

needed  forecasts  for  use  in  future  Integrated  Resource  Planning  (IRP)  which 
Includes  demand  side  management  (DSM)  and  energy  conservation.  REA  continues  to 
actively  support  two  annual  borrower  conferences  on  load  forecasting.  One  on  a 
national  level  sponsored  by  Burns  and  McDonnell,  a  consulting  firm,  and  a  second 
In  the  southeastern  region  of  the  country  run  by  the  G&T  forecasters  themselves. 

REA  1s  working  with  the  Southeastern  Power  Administration  and  their  cooperative 
customers  In  the  development  of  an  acceptable  overall  IRP  process  to  meet  the 
requirements  of  the  National  Energy  Strategy.  This  process  will  produce  a  single 
criterion  for  the  development  and  evaluation  of  IRP  performed  by  REA  borrowers. 
REA  is  vigorously  supporting  a  process  where  the  power  supply  borrower  1s 
responsible  for  the  IRP,  thereby  leveraging  Its  resources  to  the  benefit  of  Its 
member  systems.  REA  is  also  working  with  the  Department  of  Energy  to  develop  an 
overall  national  strategy  to  promote  the  adoption  of  IRP  by  public  utilities, 
including  cooperatives  and  municipal  systems. 

Demand  side  management  concerns  are  being  Incorporated  Into  borrower  load 
forecasts.  In  addition  to  promoting  DSM,  especially  as  an  alternative  to  new 
supply  resources,  REA  continually  monitors  current  DSM  activities  in  Government, 
Industry,  and  cooperative  forums.  This  ongoing  activity  will  allow  REA  to 
implement  DSM  regulations  as  needed  by  basic  business  requirements,  executive 
order,  or  as  mandated  by  Congress. 

Borrower  Generation  Facilities  Completed  -  Brazos  Electric  Power  Cooperative.  Inc. 
(Brazos)  has  received  REA  approval  to  use  its  general  funds  for  the  installation 
of  two  gas  fired  104  MW  Simple  Cycle  Combustion  Turbines  (CTs).  These  funds  are 
not  subject  to  reimbursement  with  loan  funds.  The  CTs  are  manufactured  by 
Westingnouse  and  will  be  installed  at  Brazos'  R.  W.  Miller  Plant.  These  units  are 
scheduled  to  come  on-line  by  summer  of  1994. 

Oglethorpe  Power  Corporation,  (Oglethorpe)  received  REA  approval  for  its  Power 
Purchase  Agreement  with  Hartwell  Energy  Limited  Partnership  (TRANSCO)  on 
June  19,  1992.  This  Agreement  provides  for  Hartwell  to  plan,  design,  construct, 
install,  commission,  operate,  maintain,  and  own  the  Hartwell  Power  Plant  for  the 
exclusive  use  of  Oglethorpe.  The  plant  will  be  located  in  Hart  County,  Georgia. 
It  will  consist  of  two  nominal  simple  cycle  gas  turbine  generating  units  of  about 
150  MW  each  plus  the  common  facilities.  The  300  MW  Hartwell  IPP  Plant  1s 
currently  under  construction.  It  is  scheduled  for  commercial  operation  on  June  1, 
1994.  This  agreement  does  not  require  any  financing  from  REA. 

Federal  Financing  Bank  Repricinqs  and  Refinancings  In  mid-fiscal  year  1992,  REA 
began  a  repricing  program  (repricing)  which  reduced  the  interest  rate  on  existing 
FFB  notes  over  12  years  old.  The  borrowers  were  required  to  pay  the  premium  in 
accordance  with  their  notes.  This  premium  was  equal  to  approximately  1  year's 
Interest.  The  reduced  interest  rate  provided  savings  to  the  FFB  borrower  that 
could  be  passed  on  to  cooperative  owners  and  rate  payers  through  reduced  future 
electric  rates,  repayment  of  debt,  and  other  means  that  benefit  the  rural 
consumer. 

Prior  to  enactment  of  the  Omnibus  Budget  Reconciliation  Act  of  1993  (OBRA),  REA 
repriced  loans  totaling  $660.5  million  and  scored  them  using  the  REA  loan 
guarantee  subsidy  budget  authority  as  required  under  credit  reform  procedures. 
After  enactment  of  OBRA,  REA  repriced  an  additional  $1.3  billion  without  scoring 
under  credit  reform  procedures.  A  new  refinancing  program  that  incorporates  the 
terms  of  the  1993  OBRA  will  begin  in  fiscal  year  1994.  This  program  will  allow 
the  borrower  to  finance  the  premium  and  select  short-term  as  well  as  long  term 
financing  options. 
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System  Bankruptcies  -  At  the  end  of  fiscal  year  1993,  Wabash  Valley  Power 
Association,  Inc.  (Wabash),  Indianapolis,  Indiana;  Eastern  Maine  Electric 
Cooperative,  Inc.  (EMEC),  Calais,  Maine;  and  New  Hampshire  Electric  Cooperative, 
Inc.  (NHEC),  Plymouth,  New  Hampshire  were  in  Chapter  11  bankruptcy. 

These  bankruptcies  are  related  to  power  supply  matters.  EMEC  and  NHEC  are  waiting 
final  approvals  on  their  plans  of  Reorganization  and  should  emerge  from  bankruptcy 
1n  early  1994.  (Note:  NHEC  emerged  from  bankruptcy  on  November  30,  1993,  and 
EMEC  is  current  on  its  payments  to  REA.)  However,  it  is  likely  that  Wabash  will 
continue  to  be  litigated  for  some  time  before  the  final  Impact  on  REA  and  the 
borrower  Is  determined. 

Repayment  Default  by  Borrowers  -  As  of  September  30,  1993,  REA  had  18  borrowers 
which  have  been  identified  as  "troubled  borrowers."  Of  these  borrowers,  10  are 
operating  under  completed  restructure  agreements,  or  for  those  that  went  through  a 
bankruptcy,  a  "Plan  of  Reorganization."  Three  borrowers  are  under  system 
bankruptcies.  Significant  ongoing  discussions  and  negotiations  are  continuing 
with  four  of  these  10  cooperatives  that  have  previously  executed  debt  restructure 
agreements. 

The  remaining  five  cooperatives  include  two  distribution  and  three  power  supply 
cooperatives  with  a  combined  guaranteed  and  direct  debt  to  the  Government  in 
excess  of  $1.0  billion. 

Two  cooperatives  have  essentially  completed  a  restructure  agreement  with  their 
creditors  and  are  waiting  for  regulatory  approvals.  One  borrower  was  acquired  by 
an  investor  owned  utility.  This  acquisition  1s  in  the  process  of  being  finalized. 
Two  borrowers  were  identified  as  "Distressed  Borrowers"  under  7  CFR  1786  and 
received  refinancing  allocations.  Due  to  lower  interest  rates  for  these  two 
borrowers,  potential  defaults  have  been  minimized. 

Borrower  Consolidation  -  During  fiscal  year  1993,  REA  field  representatives  worked 
with  several  borrowers  investigating  the  possibility  of  consolidating  with  other 
systems.  Interest  in  consolidation  continues  as  borrowers  consider  better  ways  to 
manage  in  today's  business  environment.  During  fiscal  year  1993,  REA  approved 
mergers  involving  six  systems  merging  into  three,  and  one  which  merged  with  a 
commercial  company. 

Insured  Loan  Fund  Advances  and  Construction  Progress 

1992  1923 

Insured  Loan  Advances  (fiscal  year) $   $401,004,813    $387,768,656 

Consumers  connected  (calendar  year) 229,890       276,960  est. 

Miles  energized  (calendar  year) 16,569        19,937  est. 

Unadvanced  Insured  electrification  loan  funds  totaled  $1.86  billion  as  of 
September  30,  1993. 

Cumulative  Payments  of  Insured  Loans 

Fiscal  Year 

1992  1993 
Payments: 

Principal $8,756,339,925  9,120,346,649 

Interest  7,978,673,190  8,485,402,880 

Payments  ahead  of  schedule  74,000,026  172,262,741 

Payments  overdue  more  than  30  days..    30,365,755  36,962,728 
Interest  and  principal  lost  on  two 

foreclosures  44,478  44,478 

Progress  of  Electrification  Program  -  The  cumulative  figures  presented  in 
the  following  Tables  I  and  II  show  the  progress  that  has  been  made  in  the 
electrification  program  since  its  inception. 
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TELEPHONE  PROGRAM 

Providing  Initial  Service  To  Rural  Subscribers  -  During  calendar  year  1992,  REA 
financed  borrowers  reported  an  Increase  of  276,013  subscribers  over  calendar 
year  1991.  This  brings  the  total  number  of  subscribers  served  by  REA  financed 
systems  to  6,110,615. 

During  fiscal  year  1993,  seven  companies  --  The  Island  Telephone  Company  (Maine), 
Georgetown  Telephone  Company,  Inc.  (Mississippi),  Terral  Telephone  Company 
(Oklahoma),  Lake  Livingston  Telephone  Company,  Inc.  (Texas),  Border  to  Border 
Communication,  Inc.  (Texas),  New  Castle  Telephone  Company  (Virginia),  and  Kalama 
Telephone  Company  (Washington)  --  received  first  time  (initial)  loans  from  REA 
totaling  $17,055,650  to  provide  new  or  Improved  service  to  6,530  total  subscribers 
over  2,952  miles. 

Other  Loan  Fund  Purposes  -  In  conjunction  with  providing  funds  for  new 
subscribers,  during  fiscal  year  1993,  REA  financing  provided  for  many  systemwide 
technological  improvements  and  other  services  such  as  Educational  Television  (ETV) 
and  Basic  Exchange  Telephone  Radio  Systems: 

-  REA  financing  totaling  over  $129  million  was  provided  for  fiber  optic  systems 
and 

6,745  miles  of  fiber  optic  cable; 

-  over  $90  million  in  REA  financing  was  provided  for  new  digital  central  office 
switching  equipment  and  software  upgrades  totaled  more  than  $27  million; 

-  REA  financing  also  provided  for  rural  radio  systems  (BETRS)  totaling  more  than 
$2  million  to  serve  272  subscribers  where  more  conventional  service  would  have 
been  to  costly  or  impracticable;  and 

-  REA  provided  financing  totaling  over  $4  million  to  borrowers  for  the  purpose  of 
providing  ETV  service  to  52  rural  schools. 

Upgrading  Rural  Telephone  Service  -  Over  6.11  million  subscribers  were  receiving 
service  on  REA  financed  systems  as  of  December  31,  1992.  Of  this  total, 
97.9  percent  were  receiving  one-party  service,  an  increase  of  .5  percent  from 
December  31,  1991.  Continued  progress  is  being  made  toward  single-party  service 
in  rural  communities  as  shown  below. 

Percent  of  Subscribers  by  Grade  of  Service 
End  of  Calendar  Year 

Service  1988     1989     1990    199J.    1222 

1-party 94.1%    95.2%    96.3%    97.4%    97.9% 

2-party 0.8      0.8      0.6     0.4     0.3 

4-party  (or  more)...  5.1      4.0      3.1     2.2     1.8 

Upgrading  service  has  resulted  in  an  increase  in  long-distance  calling  which  has 
in  turn  increased  telephone  revenues.  Average  toll  revenue  and  access-charge 
revenue  per  subscriber  increased  from  $501  in  1991,  to  $519  in  1992,  and  the 
average  local  service  revenue  per  subscriber  increased  from  $191  in  1991,  to  $195 
in  1992. 

REA  Guaranteed  Federal  Financing  Bank  (FFB)  Loans  -  Renewed  participation  in  the 
guaranteed  lending  program  continued  during  fiscal  year  1993.  During  the  fiscal 
year,  seven  REA  guaranteed  commitments  of  FFB  loans  were  made  totaling 
$67.1  million.  In  addition,  seven  borrowers  refinanced  $25.6  million  of  existing 
FFB  loans  at  more  favorable  interest  rates. 

Financial  Development  of  Telephone  Borrowers  -  Total  operating  revenues  reported 
by  REA  telephone  borrowers  in  calendar  year  1992  amounted  to  $4.7  billion  compared 
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with  $4.4  bill  ion  in  1991.  Toll -service  revenues  amounted  to  67  percent  of  the 
total,  or  about  $3.2  billion.  This  is  a  continuation  of  the  trend  in  the  past  few 
years  which  has  been  due  to  upgrading  service  to  subscribers,  Increased  ownership 
of  toll  lines  by  borrowers,  and  improved  toll  settlement  contracts. 

The  Agency  continues  to  encourage  borrowers  to  seek  outside  financing  for  plant 
additions.  This  1s  part  of  the  Administration's  efforts  to  reduce  subsidy  costs 
while  providing  REA  financing  for  those  who  need  it.  Borrowers  have  been  able  to 
attract  the  outside  capital  necessary  to  finance  projects  related  to  expansion  and 
modernization  of  basic  telephone  services  and  other  telecommunications  facilities 
because  of  REA's  policy  concerning  Hen  accommodations  and  subordinations. 

Borrower  Net  Worth  -  Borrowers'  net  worth  Increased  by  $547  million  during 
calendar  year  1992  and  now  represents  42.8  percent  of  total  assets.  The  following 
table  shows  that  total  net  worth  has  increased  approximately  185  percent  during 
the  last  10  years,  and  the  average  net  worth  to  assets  ratio  has  also  Improved 
substantially. 

Net  Worth 


No.  of 

Reported 

Average  Net  Worth 

Net  Worth 

Borrowers 

Net  Worth 

for  all  Borrowers 

as  X  Total 

Year 

ReDortina 
950 

fin  $000'sl 
2,050,894 

(in  $000's) 

Assets 

1982 

2,159 

26.3 

1985 

942 

2,853,771 

3,029 

30.1 

1986 

935 

3,108,226 

3,324 

31.4 

1987 

920 

3,494,074 

3,798 

33.4 

1988 

913 

3,799,730 

4,162 

35.4 

1989 

903 

4,304,796 

4,767 

37.8 

1990 

897 

4,823,278 

5,377 

39.6 

1991 

902 

5,290,597 

5,865 

41.1 

1992 

899 

5,838,190 

6,494 

42.8 

Borrower 

Plant  Investment  -  At  the 

end  of  calendar  year  1992, 

telephone 

service  totaled  $14.9  billion,  an  increase  of  $849  million  for  the  year.  This 
represents  an  investment  per  subscriber  of  $2,435,  a  slight  increase  from  the 
$2,404  per  subscriber  investment  reported  In  1991. 

Management  Assistance  -  REA  provides  assistance  to  borrowers  in  the  area  of  loans, 
management,  revenue  requirements,  and  other  matters  to  support  the  most  efficient 
use  of  loan  funds  and  preserve  the  security  of  outstanding  loans.  To  conserve 
fund  requirements,  emphasis  has  been  placed  on  efficient  management  practices  and 
the  development  of  new  sources  of  revenue. 

Telecommunications  Engineering  and  Standards  Activities  -  The  REA  engineering 
support  staff  continues  to  adapt  to  the  rapid  technological  growth  and  trends 
within  the  telecommunications  industry  in  a  manner  that  will  benefit  rural 
America.  REA  encourages  the  utilization  of  proven  telecommunications  technologies 
to  advance  the  information  needs  of  rural  America. 

REA  is  participating  with  the  telecommunication  industry's  standards  development 
organizations  to  assure  that  the  materials  and  equipment  standards  will  properly 
protect  the  interests  and  needs  of  REA  telephone  borrowers  serving  sparsely 
inhabited  areas.  Our  goal  is  to  assure  the  availability  of  equipment  and 
practices  that  will  provide  dependable  and  economical  telecommunications  services 
to  rural  America. 

REA  actively  participates  on  Surge  Protection  Devices  Subcommittees  of  the 
American  National  Standards  Institute  (ANSI)  and  the  Institute  of  Electrical  and 
Electronics  Engineers  (IEEE),  and  is  a  voting  member  of  ANSI  Tl  and  the  Protection 
Engineers'  Group  of  the  Alliance  for  Telecommunications  Industry  Solutions 
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(formerly  Exchange  Carriers  Standards  Association).  These  efforts  will  assist  In 
the  development  of  guides  and  standards  relating  to  discrete  electrical  surge 
arresting  components;  complete  product  devices  such  as  telephone  station 
protectors,  network  interface  devices,  building  entrance  protectors,  telephone 
central  office  protectors;  and  power  surge  suppression  devices  for  electric  power 
facilities  serving  telephone  central  offices. 

REA  also  continues  to  maintain  active  membership  on  Panel  16  of  the  National  Fire 
Protection  Association  (NFPA).  Panel  16  of  the  NFPA  is  responsible  for 
telecommunication  wiring  requireaents  appearing  in  ANSI/NFPA  70,  National 
Electrical  Code  (NEC).  Most  states  within  the  union  adopt  the  NEC  and  require 
telephone  companies  to  install  facilities  strictly  in  accordance  with  this  Code. 
REA  maintains  membership  on  the  committee  to  assure  borrowers'  rural  area  concerns 
are  taken  Into  account  in  the  Code  (requirements)  development  process. 

REA  assists  borrowers  in  developing  their  network  switching  designs  involving 
digital  switch  replacements,  new  digital  switch  deployments,  and  existing  digital 
switch  additions  and  upgrades.  These  designs  are  integrated  with  transitions  from 
old  to  new  distributed  access  network  architectures.  Borrowers  are  bringing 
digital  telecommunications  access  closer  to  their  subscribers.  Borrowers  have 
digitized  most  of  their  trunk  transport  facilities  and  central  office  switches  and 
are  now  working  at  digitizing  their  analog  feeder  and  distribution  facilities. 
Small  and  medium  sized  host  switches  are  being  replaced  with  concentrators.  Small 
and  medium  sized  remote  switching  terminals,  with  or  without  intra-nodal  switching 
or  emergency  stand  alone  arrangements,  are  being  replaced  with  concentrators. 
Host  switches  serving  distributed  and  co-located  concentrators  are  being  located 
at  sites  that  were  formerly  served  by  remote  switching  terminals  when  those 
arrangements  best  fit  into  new  fiber  transport,  feeder  and  distribution  network 
plans. 

The  REA  staff  continues  to  work  with  manufacturers,  consulting  engineers,  and  REA 
borrowers  on  innovative  techniques  for  economical  rural  telephone  service.  Radio 
is  one  way  of  providing  quality  service  that  is  also  cost  effective.  REA  has 
actively  promoted  radio  for  30  years  as  an  alternative  to  the  high  cost  of 
wireline  construction  in  sparsely  inhabited  rural  areas.  REA  was  responsible  for 
petitioning  the  FCC  which  resulted  in  the  Commission  authorizing  the  establishment 
of  BETRS  (Basic  Exchange  Telecommunications  Radio  Service)  in  1988.  REA's 
commitment  continues  by  again  joining  the  United  States  Telephone  Association 
(USTA),  National  Telephone  Cooperative  Association  (NTCA),  National  Rural 
Telephone  Association  (NRTA),  and  Organization  for  the  Protection  and  Advancement 
of  Small  Telephone  Companies  (0PASTC0)  in  petitioning  the  FCC  for  additional 
spectrum  for  BETRS.  Providing  economical  quality  service,  BETRS  is  most  often 
used  to  provide  first  time  service  to  subscribers. 

REA  borrowers,  contending  with  the  unique  problems  associated  with  serving  rural 
areas,  benefit  from  wireless  telephone  service.  Cellular  technology  is  an  example 
of  innovatively  using  a  technology  for  rural  applications,  resulting  in  fixed 
cellular.  Fixed  cellular  has  provided  economical  and,  in  many  instances,  first 
time  service  to  subscribers. 

Personal  Communications  Services  (PCS)  is  creating  another  generation  of  wireless 
services  that  can  be  used  to  enhance  rural  telecommunications.  The  same  variety 
and  quality  of  service  is  both  desired  and  expected  in  rural  areas.  REA  will 
continue  to  follow  technological  developments  and  to  aid  in  the  development  of 
future  rural  telecommunications  systems. 

REA  continues  to  support  the  application  of  new  products  for  rural  telephone 
systems  by  participating  in  field  trials  of  new  equipment,  providing  technical 
information  updates,  system  specification  and  economic  feasibility  reviews,  and 
maintaining  equipment  specifications. 

Lightwave  systems  were  originally  being  used  by  the  rural  telephone  companies  for 
point-to-point  transmission  and  high  speed  connections  to  larger  telephone 
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companies.  However,  as  new  services  are  developed,  lightwave  equipment  has  become 
more  sophisticated  and  new  technologies  such  as  Synchronous  Optical  Network 
(SONET),  Asynchronous  Transfer  Mode  (ATM),  Integrated  Services  Digital  Network 
(ISDN)  and  Add/Drop  multiplexing  have  started  to  appear  In  the  rural  telephone 
systems.  These  new  technologies  are  capable  of  delivering  broadband  services  like 
video  distant  learning,  medical  links,  and  video  to  the  rural  area.  These 
technologies  will  allow  rural  subscribers  access  to  services  that  before  were  only 
available  In  urban  areas. 

The  Telecommunications  Standards  Division  conducted  Telecommunications  Engineering 
and  Management  Seminars  at  two  locations  last  year.  Major  emphasis  was  focused  on 
design,  economics,  materials,  construction,  testing  and  application  of  fiber 
optics  in  the  local  exchange  plant  in  rural  areas. 

REA  continues  to  work  with  borrowers,  manufacturers  and  users  to  lower  material 
costs,  and  to  implement  new  and  Improved  specifications  and  standards.  These 
changes  are  intended  to  accommodate  improving  technology  and  to  provide  superior 
products  to  REA  borrowers. 

TELEPHONE  PROGRAM  STATISTICS 

Through  September  30,  1993,  REA  loans,  loan  guarantees,  and  loans  from  the  Rural 
Telephone  Bank  totaled  $10.4  billion.  The  percentage  of  farms  with  telephone 
service  has  increased  from  about  38  percent  in  1949  to  about  97  percent  today. 
Satisfactory  rural  telephone  service  today  demands  an  Improved  grade  of  service 
from 

the  four-  or  eight-party  rural  concepts  of  years  ago.  In  keeping  with  subscriber 
demand,  REA  recommends  one-party,  flat  rate  rural  service.  Recognizing  various 
borrower  circumstances,  however,  REA  will  assist  with  providing  quality  4-party 
service  where  necessary.  As  of  December  31,  1992,  97.9  percent  of  the  subscribers 
of  REA  borrowers  were  receiving  1-party  service. 

Loan  Activity  -  During  fiscal  year  1993,  43  insured  loans  were  approved  totaling 
$311,025,000,  38  Rural  Telephone  Bank  loans  were  approved  totaling  $174,999,300, 
and  seven  new  loan  guarantee  commitments  were  made  totaling  $67,060,000.  REA  also 
repriced  four  guaranteed  loans  under  credit  reform  requirements  totaling 
$11,456,988.  During  the  year,  there  were  30  rescissions  of  prior  year  loans 
totaling  $74,760,572.  This  included  10  REA  loans  for  $16,571,922,  18  RTB  loans 
for  $34,891,650,  and  two  loan  guarantee  commitment  for  $23,297,000. 

Fund  Advances  and  Construction  Progress 

1992         1993 

Advances  (fiscal  year) 

REA  Loans $172,453,544       205,773,783 

RTB  Loans $88,997,072       108,444,566 

Loan  Guarantees $5,668,000       13,509,000 

Route  miles  of  line  constructed  or 

improved,  net  9,443  11,020 

Subscribers  receiving  new 

or  improved  service,  net 125,079  75,190 

Through  September  30,  1993,  borrowers  had  received  cumulative  advances  from  the 
REA  loan  program  totaling  $8,423,217,344.  Total  REA  telephone,  Rural  Telephone 
Bank  loans,  and  loan  guarantee  commitments  approved  provided  for  construction  and 
improvement  of  1,023,577  miles  of  line  and  new  or  improved  dial  service  to 
6,251,293  subscribers.  Unadvanced  insured  telephone  loan  funds  totaled 
$1,021,471,542  as  of  September  30,  1993. 
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Cumulative  Payments  -  REA  Loans 

1992  1993 

Payments:  (fiscal  year) 
Principal  (Including  payments 

ahead  of  schedule) $2,120,046,844    $2,271,198,281 

Interest 1,768,581,625    1,899,941,221 

Payments  ahead  of  schedule 70,205,305      81,538,872 

Payments  overdue  more  than 
30  days —  40 

Progress  of  REA  and  RTB  Telephone  Programs 

The  cumulative  figures  presented  in  the  following  Tables  I  and  II  show  the 
progress  that  has  been  made  in  the  REA  and  RTB  telephone  programs  since  their 
inception. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

The  estimates  include  appropriation  language  for  this  Item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

Rural  Telephone  Bank  Program  Account 

The  Rural  Telephone  Bank  is  hereby  authorized  to  make  such  expenditures, 
within  the  limits  of  funds  available  to  such  corporation  in  accord  with 

1  law,  and  to  make  such  contracts  and  commitments  [without  regard  to  fiscal 
year  limitations  as  provided  by  section  104  of  the  Government  Corporation 
Control  Act,  as  amended,]  as  may  be  necessary  in  carrying  out  its 

2  authorized  programs  for  the  current  fiscal  year.  During  fiscal  year  [1994] 
1995.  and  within  the  resources  and  authority  available,  gross  obligations 
for  the  principal  amount  of  direct  loans  shall  be  [$199,847,000] 

3  S175.000.000:  Provided.  That  loans  made  pursuant  to  section  408  of  the 
Rural  Electrification  Act  shall  bear  interest  at  the  rate  of  marketable 
Treasury  securities  of  similar  maturity  at  the  time  the  loan  is  made. 

For  the  cost,  as  defined  in  section  502  of  the  Congressional  Budget  Act  of 
1974,  including  the  cost  of  modifying  loans,  of  direct  loans  authorized  by 
the  Rural  Electrification  Act  of  1936,  as  amended  (7  U.S.C.  935), 
[$3,118,000]  $35.000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  loan 
programs,  [$8,794,000]  $8.818.000. 

The  first  change  deletes  the  provision  that  abolishes  a  fiscal  year  limitation. 

The  second  change  updates  the  fiscal  year  designation. 

The  third  change  allows  the  Rural  Telephone  Bank  to  make  loans  at  the  Treasury 
interest  rate. 
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DEPARTMENT  OF  AGRICULTURE 
RURAL  ELECTRIFICATION  ADMINISTRATION 


Rural  Telephone  Bank 


Appropriations  Act,  1994 $ 

Budget  Estimate,  1995 

Decrease  in  Appropriation - 


Loan 
Authorization 

199.847,000 

175.000,000 

24,847,000 


Subsidy 

$3,118,000 
35,000 

3,083,000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(On  basis  of  loans,  subsidies  and  administrative  expenses) 


Item  of  Chanae 

1994 
Appropriated 

.     $199,847,000 

0 

199,847,000 

+ 

Change 

1995 
Estimated 

Loans: 

Direct  Loans,  Cost  of  Funds  ... 

Direct  Loans,  Treasury  Rate  ... 

Total,  Loans 

$199,847,000 

175,000,000 

24,847,000 

0 

$175,000,000 

175,000,000 

Loan  Subsidies: 

Direct  Loans,  Cost  of  Funds  ... 

Direct  Loans,  Treasury  Rate  ... 

Total,  Loan  Subsidies 

3.118,000 

0 

3,118,000 

+ 

3,118,000 

35.000 

3,083.000 

0 
35,000 
35,000 

8,794,000 

+ 

24,000 

8,818.000 
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EXPLANATION  OF  RURAL  TELEPHONE  BANK  PROGRAM 

Public  Law  92-12,  approved  May  7,  1971,  amended  the  Rural  Electrification  Act  of 
1936,  as  amended,  to  establish  the  Rural  Telephone  Bank  as  a  supplemental  source 
of  financing  the  Rural  Telephone  Program.  The  Act,  as  amended,  permitted  the 
Secretary  of  the  Treasury  to  purchase  the  Bank's  debentures.  This  reduced  RTB 
borrower  costs.  Public  Law  93-32,  approved  May  11,  1973,  further  amended  the  Act 
to  increase  the  Bank's  borrowing  authority  from  eight  to  twenty  times  Its  paid- 
in-capital  and  retained  earnings.  The  Bank  charges  an  interim  rate  from  date  of 
advance  until  the  end  of  the  fiscal  year  of  the  Bank's  rate  of  borrowing  from 
Treasury.  After  the  first  year,  a  complex  formula  for  computing  the  Bank's 
lending  rate  applies,  but  the  rate  cannot  be  less  than  5  percent  per  annum. 

Borrowing  Authority 

Equity  capital  of  the  Bank  consists  of  Class  A  stock,  bearing  a  2  percent 
dividend,  purchased  by  the  United  States  Government;  Class  B  and  C  stock 
purchased  by  Bank  borrowers,  organizations  eligible  to  become  borrowers, 
organizations  controlled  by  borrowers;  and  retained  earnings.  With  the 
implementation  of  Credit  Reform  in  FY  1992,  the  Bank  was  provided  permanent, 
indefinite  authority  to  meet  its  cash  needs  on  all  loans  made  prior  to  FY  1992. 

Highlights  of  Operation 

The  Rural  Telephone  Bank  made  38  loans  totaling  $174,999,300  in  FY  1993.  Since 
its  inception,  the  Bank  has  made  loans  totaling  $3,037,512,993  to  613  borrowers. 

The  net  income  of  the  liquidating  account  from  October  1,  1992,  to 
September  30,  1993,  amounted  to  $62,924,339.  After  making  provision  for  a  return 
of  $11,841,593  on  Class  A  stock  held  by  the  government,  a  balance  of  $49,119,140 
was  available  for  patronage  refunds,  dividends,  and  retained  earnings.  Assets  of 
the  liquidating  account  totaled  $1,770,683,024  as  of  September  30,  1993,  and 
liabilities  were  $777,964,628.  The  Bank  has  invested  some  of  the  proceeds  from 
the  sale  of  Class  B  and  C  stock  in  United  States  securities;  interest  on  these 
investments  amounted  to  $11,238. 

In  FY  1993,  an  Equity  Account  was  established  with  Treasury  for  the  Rural 
Telephone  Bank  for  Class  B  and  Class  C  Stock.  As  of  September  30,  1993, 
$147,178,045  of  Class  B  Stock  and  $30,217,000  of  Class  C  Stock  were  deposited 
into  this  account  from  the  liquidating  fund.  In  addition,  $33,571  of  Class  B 
Stock  was  transferred  from  the  financing  fund,  resulting  in  total  accumulated 
equity  receipts  of  $177,428,616.  Funds  accumulated  may  be  used  to  begin 
redemption  of  Class  A  Stock  in  FY  1996,  as  allowed  by  law. 

Program  Statistics 
(Dollars  in  thousands) 

FY  1993     FY  1994      FY  1995 
Actual     Estimate    Estimate 

Cumulative  net  loans $3,037,513  $3,237,361  $3,412,361 

Cumulative  loan  funds,  advanced 2,284,736  2,430,802  2,589,550 

Unadvanced  loan  funds,  end  of  year...   752,778  806,558  822,810 

Cumulative  principal  repaid 550,832  634,586  711,700 

Cumulative  interest  paid 1,574,650  1,701,448  1,831,700 

Number  of  borrowers 613  613  613 
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JUSTIFICATION  OF  INCREASES  AND  DECREASES 


(1)  A  decrease  of  S24.847.000  in  direct  loans  to  be  made  bv  the  Rural  Telephone 
Bank  (RTB)  (5199.847.000,000  available  in  1994). 

Need  for  Change.  The  loan  level  for  RTB  loans  is  reduced  by  $24,847,000 
and  returns  to  the  loan  level  in  effect  for  the  past  several  years.  RTB 
borrowers  have  the  financial  capability  to  pay  Treasury  interest  rates  and 
increased  interest  paid  by  the  borrowers  will  enable  the  government  to 
reduce  subsidy  costs. 

Nature  of  Change.  This  program  level,  along  with  direct  and  FFB  programs, 
will  provide  funds  for  telephone  borrowers. 

(2)  A  decrease  of  S3. 083. 000  in  loan  subsidies  (S3. 118.000  available  in  1994). 

Need  for  Change.  Based  on  Treasury  interest  rates,  the  subsidy  must  be 
recalculated  to  support  the  proposed  loan  program. 

Nature  of  Change.  RTB  borrowers  have  the  financial  capability  to  pay 
Treasury  interest  rates  and  increased  interest  paid  by  the  borrowers  will 
enable  the  government  to  reduce  subsidy  costs. 

(3)  An  increase  of  S24.000  for  administrative  expenses  (S8. 794. 000  available  in 
1994).  This  increase  is  justified  as  part  of  the  total  REA  in  Salaries  and 
Expenses. 


Number  and  Amount  of  Rural  Telephone  Bank 
Loans  by  State,  Fiscal  Year  1993 


UNITED  STATES 

Arkansas 

California 

Colorado 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Michigan 

Minnesota 

Mississippi 

New  Mexico 

New  York 

North  Carolina 

Ohio 

Oklahoma 

Pennsylvania 

South  Carolina 

Texas 

Washington 

Wisconsin 


38 

$174,999,300 

2 

2,783,550 

2 

13,211,100 

1 

9,545,550 

2 

10,377,150 

2 

4,246,200 

1 

3,207,750 

1 

7,717,500 

1 

5,828,550 

1 

8,353,800 

1 

7,579,950 

1 

1,656,900 

1 

3,394,650 

2 

3,531,150 

1 

4,756,500 

1 

2,285,850 

6 

42,219,450 

3 

16,144,800 

1 

3,157,350 

1 

2,256,450 

2 

5,993,400 

5 

16,751,700 
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RURAL  TELEPHONE  BANK 

STATUS  OF  PROGRAM 

The  Rural  Telephone  Bank  was  established  Nay  7,  1971,  when  Public  Law  92-12  was 
enacted,  amending  the  Rural  Electrification  Act  of  1936,  as  amended.  The  Bank 
supplements  the  REA  telephone  loan  program  In  providing  rural  telephone  systems 
with  capital  for  furnishing  and  Improving  telephone  service  in  rural  areas. 

Lending  Activity  -  During  fiscal  year  1993,  the  Rural  Telephone  Bank  approved  38 
loans,  totaling  $174,999,300.  From  the  Bank's  inception  In  May  1971,  loans  have 
been  approved  totaling  3,037,512,992.  As  of  September  30,  1993,  there  were  544 
active  RTB  borrowers. 

Sale  of  Stock  -  No  additional  Class  A  stock  was  purchased  by  the  Government  during 
fiscal  year  1993.  The  cumulative  total  of  Class  A  stock  purchases  to  date  Is 
$592.1  million.  Bank  borrowers  purchased  $4,326,459  In  Class  B  stock  during 
fiscal  year  1993,  bringing  the  net  cumulative  total  through  September  30,  1993,  to 
$489,695,030.  Class  C  stock  cumulative  through  September  30,  1992,  amounted  to 
$30,548,000. 

Interest  and  Reserve  for  Interest  Rate  Fluctuations  -  Patronage  capital  on 
October  1,  1992,  totaled  $53,567,885.  In  accordance  with  Resolution  86-4, 
amending  Section  8.2  of  the  Bylaws,  all  amounts  In  the  Liquidating  Fund  Reserve 
for  Interest  Rate  Fluctuations  in  excess  of  $10  million  were  distributed  1n  the 
form  of  Class  B  Stock.  During  fiscal  year  1993,  Interest  Income  totaled 
$142,404,454,  of  which  $126,468,244  was  from  loans;  $15,924,972  was  from  cash  on 
deposit  with  the  U.S.  Treasury,  and  $11,238  was  from  Investments.  Expenses 
incurred  amounted  to  $79,419,493  for  Interest  on  funds  borrowed  from  the  U.S. 
Treasury  and  $4,579  in  allowance  for  loan  losses.  After  deducting  these  costs 
from  total  Income,  the  net  income  amounted  to  $62,979,419.  In  addition,  expenses 
for  directors'  fees  and  travel  amounted  to  $29,004. 

Management  of  the  Rural  Telephone  Bank  -  The  management  of  the  Bank  is  vested  in  a 
board  of  directors  consisting  of  13  members.  The  Omnibus  Budget  Reconciliation 
Act  of  1990  established  a  change  in  the  board  membership.  Of  the  13  members,  the 
Administration  can  appoint  two  from  the  private  sector  and  five  from  general 
officers  of  USDA,  excluding  REA.  Six  board  members  are  elected  by  Bank  borrowers. 

General  Administration  -  The  Rural  Telephone  Bank's  enabling  legislation 
authorizes  it  to  partially  or  jointly  use  the  facilities  and  services  of  REA,  or 
any  other  agency  of  the  Department  of  Agriculture  without  cost. 

The  Bank's  operations  are  conducted  by  REA  employees  who  perform  similar 
responsibilities  under  REA's  rural  telephone  program.  REA  and  the  Department's 
Office  of  General  Counsel  provide  administrative  support  to  the  Bank  without 
reimbursement. 

Borrower  Interest  Rate  -  The  Omnibus  Budget  Reconciliation  Act  (OBRA)  of  1987 
established  a  new  method  for  setting  interest  rates  for  advances  under  loan 
commitments  made  on  or  after  October  1,  1987.  For  each  advance  made  during  the 
fiscal  year,  the  average  yield  on  the  date  of  advance  on  outstanding  marketable 
obligations  of  the  United  States,  having  a  final  maturity  comparable  to  the  final 
maturity  of  the  advance,  will  apply  from  the  date  of  advance  to  the  end  of  that 
fiscal  year.  After  the  fiscal  year  in  which  the  advance  Is  made,  the  Bank's  cost 
of  money  is  determined  for  that  fiscal  year  and  becomes  the  Interest  rate  applied 
to  the  advance  until  it  is  repaid.  By  statutory  provision,  the  interest  rate  on 
Rural  Telephone  Bank  loans  cannot  be  less  than  5  percent. 

The  Federal  Credit  Reform  Act  of  1990  implemented  a  system  to  reform  the  budgetary 
accounting  and  management  of  Federal  credit  programs.  Bank  loans  approved  on  or 
after  October  1,  1991,  are  accounted  for  in  a  different  manner  than  Bank  loans 
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approved  prior  to  fiscal  year  1992.  As  a  result,  the  Bank  must  calculate  two  cost 
of  money  rates:  (1)  the  cost  of  money  rate  for  advances  made  from  the  liquidating 
account  (advances  made  during  fiscal  year  1993  on  loans  approved  prior  to  fiscal 
year  1992)  and  (2)  the  cost  of  money  rate  for  advances  made  during  fiscal  year 
1993  on  loans  approved  on  or  after  October  1,  1991,  (otherwise  referred  to  as 
loans  from  the  financing  account). 

The  long  tern  Interest  rate  on  advances  made  during  fiscal  year  1993  under  Bank 
loans  approved  prior  to  fiscal  year  1992  Is  6.05  percent  (the  liquidating  account 
rate).  The  long  term  Interest  rate  on  advances  Bade  during  fiscal  year  1993  for 
Bank  loans  approved  in  fiscal  years  1992  and  1993  1s  6.35  percent  (the  financing 
account  rate). 

The  composite  Interest  rate  on  Rural  Telephone  Bank  loans  outstanding  for  the  year 
ending  September  30,  1993,  was  7.27  percent. 
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DEPARTMENT  OF  AGRICULTURE 
RURAL  ELECTRIFICATION  ADMINISTRATION 

Rural  Economic  Development  Grants 


Grant  Level: 

1 994  Estimate , 

1995  Estimate 
Change 


$29,607,000 
9,600,000 

20,007,000 


SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  available  funds) 


Item  of  Change 
Rural  Economic  Development  Grants 


1994 
Estimated 

$29,607,000 


Change 


-     $20,007,000 


1995 
Estimated 

$9,600,000 


PROJECT  STATEMENT 
(On  basis  of  available  funds) 


Project 

1993 
Actual 

1994 
Estimated 

Increase  or 
Decrease 

1995 
Estimated 

Rural  Economic 
Development  Grants    1/ 

$29,607,000 

-   $20,007,000 

$9,600,000 

1/  Amounts  represent  earnings  generated  by  the  interest  differential  on  voluntary  cushion  of  credit 
payments  made  by  REA  borrowers. 

Note:    Under  the  Secretary's  proposed  reorganization  plan,  this  account  will  be  part  of  the  Rural 
Business  and  Cooperative  Development  Service. 

EXPLANATION  OF  PROGRAM 

This  program  provides  funds  for  grants  authorized  under  section  313  of  the  Rural  Electrification 
Act  of  1936,  as  amended,  for  the  purpose  of  promoting  rural  economic  development  and  job  creation 
projects  including  funding  for  project  feasibility  studies  costs,  start-up  costs,  incubator  projects,  and 
other  expenses  for  the  purpose  of  fostering  rural  development. 


JUSTIFICATION  OF  INCREASES  AND  DECREASES 

A  decrease  of  $20,007,000  for  Rural  Economic  Development  Grants FY  1 995  reflects 

anticipated  cushion  of  credit  earnings  for  the  current  year.     FY  1 994  includes  $20,007,000  in 
earnings  available  from  prior  years  in  addition  to  estimated  earnings  of  $9,600,000  in  FY  1994. 
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RURAL  ECONOMIC  DEVELOPMENT  PROGRAM 
STATUS  OF  PROGRAM 

REA  strongly  encourages  rural  electric  and  telephone  systems  to  play  a  major  role 
in  improving  the  economy  of  rural  areas  through  voluntary  support  of  economic 
development  projects.  Rural  utility  systems  are  1n  a  unique  position  of 
leadership  to  provide  the  initiative,  as  well  as  financial  and  technical 
assistance,  for  rural  development  projects. 

Rural  Economic  Development  Loan  and  Grant  Program 

All  REA  borrowers  are  eligible  for  funds  under  this  program  provided  they  are 
current  on  all  Federal  debt  and  not  in  bankruptcy  proceedings.  The  program 
provides  funds  to  borrowers  for  the  purpose  of  promoting  rural  economic 
development  and  job  creation  projects. 

Zero-Interest  Loan  Activity  for  Fiscal  Year  1993  -  During  fiscal  year  1993,  REA 
made  65  zero-interest  loans  totaling  $12,389,000  to  borrowers  in  22  states.  The 
loans  ranged  in  size  from  $36,000  up  to  a  maximum  of  $400,000  with  an  overall 
average  of  $190,600.  REA  selects  rural  development  projects  based  on  job 
creation,  supplemental  funds  provided  from  other  sources,  unemployment  and  income 
levels,  and  other  factors.  All  of  the  projects  REA  selected  in  fiscal  year  1993 
were  leveraged  with  supplemental  funds  from  other  sources,  including  private 
financial  institutions,  local  and  state  governments,  regional  development 
organizations,  other  Federal  agencies,  REA  borrowers,  and  owner's  equity.  The  65 
loans  made  in  fiscal  year  1993  went  primarily  to  assist  in  financing  projects 
categorized  as  business  expansion,  community  economic  development,  business  start- 
up, industrial  parks,  and  water/sewer. 

Examples  of  Selected  Projects  in  Fiscal  Year  1993  -  Examples  of  projects  selected 
under  this  program  for  electric  borrowers  are  a  $200,000  loan  to  Marshall  County 
Rural  Electric  Cooperative,  Marshalltown,  Iowa,  to  assist  a  start-up  business;  a 
$400,000  loan  to  Adams  Electric  Cooperative,  Inc.,  Gettysburg,  Pennsylvania,  to 
purchase  equipment  for  a  plastic  injection  molding  company;  a  $100,000  loan  to 
Caney  Fork  Electric  Cooperative  Inc.,  McMinnville,  Tennessee,  to  expand  a 
manufacturing  facility;  a  $50,000  loan  to  McCone  Electric  Cooperative  Inc., 
Circle,  Montana,  to  construct  a  nursing  home  and  medical  assistance  facility;  a 
$50,000  loan  to  KEM  Electric  Cooperative,  Inc.,  Linton,  North  Dakota,  to  expand  a 
steel  and  manufacturing  company  into  a  new  tillage  line  of  equipment;  a  $100,000 
loan  to  Tri-County  Electric  Cooperative,  Inc.,  Mount  Vernon,  Illinois,  to  purchase 
trucks  as  part  of  expansion  and  construction  of  a  new  truck  terminal  facility;  a 
$364,300  loan  to  Craighead  Electric  Cooperative  Corporation,  Jonesboro,  Arkansas, 
to  construct  building  and  purchase  equipment  for  a  lighting  company;  a  $400,000 
loan  to  Coast  Electric  Power  Association,  Bay  Saint  Louis,  Mississippi,  to 
construct  a  water  treatment  facility  at  an  industrial  park;  a  $300,000  loan  to 
Roosevelt  County  Electric  Cooperative,  Inc.,  Portales,  New  Mexico,  to  construct  a 
waste  water  system  for  a  new  milk  processing  plant;  and  a  $400,000  loan  to  South 
Central  Indiana  Rural  Electric  Membership  Corporation,  Martinsville,  Indiana,  to 
purchase  equipment  for  a  plastic  injection  molding  company. 

Examples  of  projects  selected  for  telephone  borrowers  are  a  $400,000  loan  to 
Brantley  Telephone  Company,  Inc.,  Nahunta,  Georgia,  to  construct  a  nursing  home;  a 
$140,000  loan  to  River  Valley  Telephone  Cooperative,  Graettinger,  Iowa,  to  expand 
a  energy  panels  manufacturing  facility;  a  $100,000  loan  to  Clara  City  Telephone 
Exchange  Company,  Clara  City,  Minnesota,  to  expand  a  manufacturing  facility;  a 
$50,000  loan  to  Mid-Rivers  Telephone  Cooperative,  Inc.,  Circle,  Montana,  to 
construct  a  nursing  home  and  medical  assistance  facility;  a  $250,000  loan  to 
Arapahoe  Telephone  Company,  Arapahoe,  Nebraska,  to  assist  in  establishing  a 
business  incubator  in  a  vacated  school  building;  and  a  $400,000  loan  to  Baldwin 
Telecom,  Inc.,  Baldwin,  Wisconsin,  to  construct  an  addition  to  and  remodel  part  of 
a  hospital . 
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Rural  Economic  Development  Grants  -  REA  Issued  a  proposed  rule  on  October  12, 
1993,  to  Implement  changes  in  Its  regulations  covering  grant  requirements  under 
this  program.  The  30-day  comment  period  has  closed.  The  Agency  received  25 
comments  that  will  be  considered.  REA  expects  to  make  Its  first  rural  economic 
development  grants  in  fiscal  year  1994  prior  to  publishing  a  final  rule. 

Distance  Learning  and  Hedical  Link  Grant  Program 

REA  Issued  a  final  rule  for  this  program  on  February  26,  1993.  During  the 
application  period  for  fiscal  year  1993,  REA  received  180  applications  totaling 
approximately  $57  million.  Eligible  applicants  for  grant  funds  Include 
educational  Institutions,  hospitals,  and  consortiums  comprised  of  these  types  of 
rural  community  facilities.  REA  selected  28  applications  totaling  $10  million  on 
November  5,  1993.  There  were  19  educational  and  9  medical  projects  selected  from 
26  states.  These  grants  were  made  with  funds  provided  In  fiscal  year  1992  and 
1993  that  remained  available  until  expended.  New  grant  appropriation  for  fiscal 
year  1994  is  $10  million  and  will  be  utilized  this  fiscal  year. 

Deferments  of  REA  Loan  Payments  for  Rural  Development  Projects 

The  Rural  Economic  Development  Act  of  1990,  Title  XXIII  of  the  Farm  Bill, 
authorized  the  deferment  of  principal  and  interest  on  REA  Insured  and  direct  loans 
to  encourage  investment  in  rural  development  activities.  A  total  of  approximately 
$63  million  could  be  deferred  in  fiscal  year  1994.  The  deferred  payments  must  be 
repaid  over  5  or  10  years  depending  upon  the  type  of  rural  development  Investment. 

REA  Issued  a  final  rule  to  Implement  this  program  on  April  23,  1993.  Two 
borrowers  have  applied  recently  for  a  deferment  under  this  program.  REA  1s  in  the 
process  of  reviewing  these  applications. 

Rural  Economic  Development  Loans 

The  cumulative  figures  presented  in  the  following  table  show  loan  activity  by 
program: 

Fiscal       Flectrlc  Telephone Total 

Ifiar    Number    Amount      Number   Amount    Number  Amount 

1989  20    $1,555,000      4     303,000     24   1,558,000 

1990  73     6,283,000     28    2,263,000    106   8,546,000 

1991  139    12,413,500     59    4,776,100    198  17,189,600 

1992  186    16,621,000     95    7,565,600    281  24,186,600 

1993  261     29,386,000    118   10,320,600    379  39,706,600 

REA  borrowers  in  39  states  have  had  applications  selected. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new 
language  underscored,  deleted  matter  enclosed  in  brackets): 

Distance  Learning  and  Medical  Link  Grants: 

For  necessary  expenses  to  carry  into  effect  the  programs  authorized  in 
sections  2331-2335  of  Public  Law  101-624,  [$10,000,000]  S5. 000.000  to 
remain  available  until  expended. 
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DEPARTMENT  OF  AGRICULTURE 
RURAL  ELECTRIFICATION  ADMINISTRATION 

Distance  Learning  and  Medical  Link  Grants 

Appropriations  Act,  1994 $10,000,000 

Budget  Estimate,  1995 5,000,000 

Decrease  in  Appropriation -  5,000,000 


Item  of  Change: 

Distance  Learning  & 
Medical  Link  Grants 


SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  appropriated  funds) 


1994 
Appropriated 


Change 


$10,000,000  -       $5,000,000 


1995 
Estimated 


$5,000,000 


PROJECT  STATEMENT 

(On  basis  of  obligations  under  available  funds) 


Project 

1993 
Actual 

1994 
Appropriated 

Increase  or 
Decrease 

1995 
Estimated 

Distance  Learning  & 
Medical  Link  Grants 

Unobligated  balance,  SOY 
Unobligated  balance,  EOY 

-5,000,000 
10,000,000 

$20,000,000 
-10,000,000 

-$15,000,000 
10,000,000 

$5,000,000 
0 

Total,  appropriation 

5,000,000 

10,000,000 

-5,000,000      (1) 

5,000,000 

Note:   Under  the  Secretary's  proposed  reorganization  plan,  this  account  will  be  part  of  the  Rural 
Utilities  Service. 

EXPLANATION  OF  PROGRAM 

This  grant  program  provides  access  to  advanced  telecommunications  services  and  computer 
networks  to  improve  rural  opportunities.   Program  guidelines  will  allow  priority  for  projects  which 
include  jointly  shared  facilities. 


JUSTIFICATION  OF  INCREASES  AND  DECREASES 

(1)    A  decrease  of  $5,000.000  for  Distance  Learning  and  Medical  Link  Grants.  ($10.000,000 
available  in  FY  1994.) 

Need  for  Change.     In  order  to  reduce  the  cost  of  REA  programs,  the  grant  level  has  been 
decreased. 


Nature  of  Change.     The  amount  of  grants  available  for  Distance  Learning  and  Medical  Link 
Grants  will  be  reduced  by  $5,000,000  from  the  FY  1994  Appropriated  level. 
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RURAL  COMMUNICATION  DEVELOPMENT  FUND 

STATUS  OF  PROGRAM 

The  Rural  Communication  Development  Fund  was  established  pursuant  to  Secretary's 
Memorandum  No.  1988  approved  May  22,  1979.  This  action  transferred  certain 
financing  authpporities  under  the  Consolidated  Farm  and  Rural  Development  Act  (7 
U.S.C.  1921  et  seq.)  from  the  Farmers  Home  Administration  to  the  Rural 
Electrification  Administration  for  the  purpose  of  financing  and  administering 
community  antenna  television  (CATV)  services  to  facilities  in  rural  areas. 

Lending  Activity  -  Through  1993  cumulative  insured  or  direct  loans  of  $24.9 
million  and  $10.1  million  in  guarantee  commitments  were  approved.  Principal 
outstanding  on  insured  loans  is  $12.2  million. 

Program  -  No  new  loans  have  been  made  since  fiscal  year  1981.  REA  continues  to 
administer  the  existing  program.  All  direct  loan  funds  have  been  advanced  with 
the  exception  of  $6,022.  The  tota1  number  of  active  CATV  borrowers  is  11. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new 
language  underscored;  deleted  matter  enclosed  in  brackets): 

SALARIES  AND  EXPENSES 

For  administrative  expenses  to  carry  out  the  provisions  of  the  Rural 
Electrification  Act  of  1936,  as  amended  (7  U.S.C.  901-  950(b)),  and  to 
administer  the  loan  and  loan  guarantee  programs  for  Community  Antenna 
Television  facilities  as  authorized  by  the  Consolidated  Farm  and  Rural 
Development  Act  (7  U.S.C.  1921-1995),  and  for  which  commitments  were 

1  made  prior  to  fiscal  year  [1994]  1995.  including  not  to  exceed  $7,000  for 
financial  and  credit  reports,  funds  for  employment  pursuant  to  the  second 
sentence  of  section  706(a)  of  the  Organic  Act  of  1944  (7  U.S.C.  2225),  and 
not  to  exceed  $103,000  for  employment  under  5  U.S.C.  3109,  [$38,776,000] 
$38.339.000:  of  which  [$29,982,000]  $29.521.000  shall  be  derived  by 
transfer  from  the  Rural  Electrification  and  Telephone  Loans  Program 
Account  in  this  Act  and  [$8,794,000]  $8.818.000  shall  be  derived  by 
transfer  from  the  Rural  Telephone  Bank  Program  Account  in  this  Act: 

2  [Provided,  That  none  of  the  funds  in  this  Act  may  be  used  to  authorize  the 
transfer  of  additional  funds  to  this  account  from  the  Rural  Telephone 
Bank:  Provided  further,  That  none  of  the  salaries  and  expenses  provided 
to  the  Rural  Electrification  Administration,  and  none  of  the 
responsibilities  assigned  by  law  to  the  Administrator  of  the  Rural 
Electrification  Administration  may  be  reassigned  or  transferred  to  any 
other  agency  or  office]. 

The  first  change  updates  the  fiscal  year  designation. 

The  second  change  eliminates  additional  restrictive  language  that  prohibits  the 
Rural  Telephone  Bank  from  transferring  additional  funds  to  this  account. 


597 


RURAL  ELECTRIFICATION  ADMINISTRATION 

Salaries  and  Expenses 

Appropriations  Act,  1994: 

Salaries  &  Expenses,  Reimbursement  from  Program  Accounts  .. 

Budget  Estimate,  1995 

Decrease  in  Appropriation 


$38,776,000 
38,339,000 

437,000 


Item  of  Change 

Salaries  and 
Expenses  


SUMMARY  OF  INCREASES  AND  DECREASES 

(On  basis  of  available  funds) 


1994 

Appropriated 

$38,776,000 


Pay 
Cost 


Staff 

Year 

Reduction 


+         $321,000  -       $550,000 


Other 
Changes 

$208,000 


1995 
Estimated 


$38.339,000 


PROJECT  STATEMENT 

(On  basis  of  available  funds) 


1993 
Actual 

1994 
Appropriated 

Increase 

or 
Decrease 

FY  1995 
Estimated 

Project 

Amount 

Staff 
Years 

Amount 

Staff 
Years 

Amount 

Staff 
Years 

Reimbursement  from 
Program  Accounts: 

RETL 

RTB 

$29,163,000 
8,632,000 



$29,982,000 
8,794,000 



-$461,000 
24,000 

$29,521,000 
8,818,000 

Total  Transferred... 
Direct  Appropriation 

37,795,000 
243,000 

38,7?6,066 

-437,000 

38,339,000 

Total  Funds 
Available 

38,038,000 

38,776,000 

-437,000     (1 

38,339.000 

Salaries  &  Expenses 
Office  of  Admin 

35,600,901 
195,966 

519 
3 

38,776,000 

517 

-437,000 

38,339,000 

509 

Total,  Obligations.. 

Unobligatoci  balance, 
Lapsing 

35,796,867 
2,241,133 

S22 

38,776,000 

517 

-437,006 

38,339.000 

509 

Total  Funds 
Available 

38,038,000 

522 

38,776,000 

517 

-437.000     (1] 

38.339,000 

509 

Note:  Under  the  Secretary's  proposed  reorganization  plan,  tills  account  will  be  part  of  Rural  Utilities  Service. 
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EXPLANATION  OF  PROGRAM 

The  "Salaries  and  Expenses"  Account  of  the  Rural  Electrification  Administration 
funds  the  activities  authorized  by  the  Rural  Electrification  Act,  as  amended. 
The  Salaries  and  Expenses  account  is  funded  by  transfers  from  the  Rural 
Electrification  and  Telephone  Loans  program  account  and  the  Rural  Telephone  Bank 
program  account  where  administrative  expense  funds  are  appropriated,  as  required 
by  the  Federal  Credit  Reform  Act  of  1990.  REA  is  also  authorized  by  section  313 
to  make  zero- interest  loans  and  grants  to  REA  borrowers  for  the  purpose  of 
promoting  rural  economic  development  and  job  creation  projects.  The  Distance 
Learning  and  Medical  Link  Program  provides  grants  to  rural  community  facilities, 
such  as  schools,  hospitals,  and  medical  centers.  These  grants  will  allow  access 
to  advanced  telecommunication  services  and  computer  networks  which  will  provide 
educational  and  medical  benefits  to  people  living  in  rural  areas.  In  addition 
to  administering  the  programs  and  assuring  the  feasibility  and  adequate  security 
and  collections  on  loans,  the  REA  staff  furnishes  management  and  technical 
assistance  to  borrowers  for  the  purpose  of  protecting  the  Government's  loan 
security,  to  assure  that  construction  and  operation  of  borrowers'  systems 
conform  to  approved  standards,  and  that  the  electric  and  telephone  systems 
continue  providing  reliable  service  on  an  area  coverage  basis. 

Applications.  Loans,  and  Requisitions  for  Advances 
(Dollars  in  thousands) 

Actual         Estimated        Estimated 
Fiscal  Year  1993   Fiscal  Year  1994    Fiscal  Year  1995 
Number   Amount    Number  Amount     Number  Amount 


Electric  Program 

Direct  loans  approved.  256 

Direct  loans,  FFB 16 

Advances  processed 

(Insured  Loans) 476 

Telephone  Program 

Direct  loans  approved..  43 

RTB  loans  approved 38 

Direct  loans,  FFB 11 

Advances  processed  - 

REA  borrowers 369 

RTB  borrowers 137 


$913,355 
773,849a/ 

230 
6 

$821,465 
300,000 

203 
6 

$725,000 
275,000 

387,769 

1,070 

871,740 

933 

760,040 

311,025 
174,999 
78,517b/ 

48 
43 
17 

347,326 
199,847 
120,000 

33 
38 
17 

236,287 
175,000 
118,143 

205,774 
108,445 

468 
185 

261,088 
146,066 

478 
201 

266,818 
158,748 

3/  Includes  13  repriced  guaranteed  loans  of  $660,504,782. 
by  Includes  4  repriced  guaranteed  loans  of  $11,456,988. 
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JUSTIFICATION    OF    INCREASES    AND    DECREASES 

(1)    A  net  decrease  of  $437.000  for  Salaries  and  Expenses  consisting  of: 

(a)  An  increase  of  $321 .000  in  salaries  and  benefits  to  fund  trie  1 995  pay  act  estimated  at  1 .6% 

(b)  A  decrease  of  $550.000  for  a  reduction  in  Federal  employment  costs. 

Need  for  Change.  In  support  of  the  Secretary's  streamlining  efforts  and  the  Presidents 
Executive  Order  mandating  a  reduction  in  Federal  employment,  REA  is  reducing 
employment  from  the  FY  1 994  appropriated  level  by  two  percent. 

Nature  of  Change.  To  achieve  the  reduction,  REA  will  streamline  its  operations. 

(c)  A  decrease  of  $208,000  for  administrative  efficiency. 

Need  for  Change.   In  support  of  the  Secretary's  streamlining  efforts  and  the  Presidents 
Executive  Order  to  reduce  overhead-type  expenses,  the  FY  1995  budget  authority 
is  reduced  by  $208,000. 

Nature  of  Change.  In  order  to  achieve  these  savings,  REA  will  reduce  discretionary 
expenses  in  areas  such  as  printing,  contractual  services,  supplies  and  eguipment. 


Tuesday,  March  8,  1994. 

ALTERNATIVE  AGRICULTURAL  RESEARCH  AND 
COMMERCIALIZATION 

WITNESSES 

BOB  NASH,  UNDER  SECRETARY,  SMALL  COMMUNITY  AND  RURAL  DE- 
VELOPMENT, DEPARTMENT  OF  AGRICULTURE 

PAUL  F.  O'CONNELL,  DHIECTOR,  ALTERNATIVE  AGRICULTURAL  RE- 
SEARCH AND  COMMERCIALIZATION 

JOSEPH  C.  ROETHELI,  DEPUTY  DHIECTOR 

PATRICIA  A.  DUNN,  ADMINISTRATD7E  OFFICER 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

Opening  Remarks 

Mr.  Durbin.  We  will  now  consider  testimony  on  the  budget  re- 
quest of  the  Alternative  Agricultural  Research  and  Commercializa- 
tion Center.  Under  Secretary  Bob  Nash  again  is  joining  us.  With 
him  is  Paul  O'Connell,  Director  of  the  Center,  along  with  Steve 
Dewhurst.  At  this  point,  we  will  turn  it  over  to  Mr.  Nash  and  Dr. 
O'Connell. 

Statement  of  Mr.  Nash 

Mr.  Nash.  Mr.  Chairman,  members  of  the  committee,  thank  you 
very  much  for  having  me  back  again  so  quickly  on  an  important 
area  of  work  for  us. 

In  our  reorganization,  as  I  indicated,  we  are  trying  to  put  all  of 
the  business  development  programs  together  from  REA,  from  the 
Rural  Development  Administration,  and  this  program  which  was 
basically  associated  with  the  Secretary's  office.  I  made  a  request 
that  it  be  pulled  in  my  mission  area. 

I  feel  like  the  work  of  the  AARC  Center  is  very  important  be- 
cause it  is  about  trying  to  utilize  non-food  and  non-feed  agricul- 
tural products.  We  know  how  tough  it  is  for  farmers  to  make 
money  today  in  traditional  agriculture.  We  have  to  find  new  ways 
to  add  value  to  what  they  are  producing,  and  utilizing  their  by- 
products. 

This  small  agency  I  think  is  a  great  step  in  that  direction.  So 
much  of  the  research  done  by  our  federal  agencies  is  not  taken  on 
to  the  next  step,  and  that  is  commercialization,  and  in  some  cases, 
when  it  is,  it  is  not  done  by  companies  in  this  country. 

This  is  an  effort  to  try  to  take  the  results  of  research  that  is  done 
primarily  in  the  public  sector,  and  in  some  cases,  in  the  private 
sector,  and  take  it  to  a  commercial  stage  so  it  can  create  jobs  pri- 
marily in  rural  areas. 

That  is  what  the  AARC  Center  is  all  about.  I  don't  want  to  be- 
labor the  point,  so  I  would  like  to  go  ahead  and  ask,  Mr.  Chairman, 
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if  I  may,  Dr.  Paul  O'Connell,  to  make  specific  statements  about  the 
AARC  Center  and  its  role. 
Mr.  DURBIN.  Please  proceed. 

Statement  of  Center  Director 

Dr.  O'Connell.  Thank  you,  Mr.  Chairman.  I'm  pleased  to  be 
here  and  pleased  to  be  testifying  in  front  of  this  committee. 

I  will  highlight  my  testimony  and  won't  go  into  it  in  detail,  I 
want  to  first  mention  that  the  AARC  Center  is  pleased  to  be  associ- 
ated with  the  rural  development  mission.  I  think  it  makes  a  lot  of 
sense  for  us  to  be  there. 

FOCUS  OF  THE  AARC  CENTER 

The  primary  focus  of  what  we're  trying  to  do  is  create  economic 
activity  and  employment  in  rural  America,  and  I  think  it's  appro- 
priate to  be  associated  with  rural  development. 

The  primary  purpose  of  the  AARC  Center  is  to  assist  the  private 
sector  in  closing  the  gap  between  research  results  and  commer- 
cialization of  industrial  non-food  and  non-feed  products  from  farm 
and  forestry  materials. 

It  is  closing  that  gap  with  such  activities  as  testing  the  products. 
When  a  small  firm  develops  an  idea  or  a  technology,  one  of  the  first 
things  that  they  run  into  is  getting  the  product  tested. 

You  can't  sell  a  product  in  our  very  sophisticated  economy  unless 
you  really  test  it  and  get  the  kind  of  information  that  the  buyer 
wants,  both  from  the  processor  and  also  from  the  consumer. 

Scaling  up  the  technology  is  a  very  expensive  operation,  just  tak- 
ing it  from  the  bench  to  the  prototype,  to  the  point  where  you  can 
actually  get  that  product  in  the  market.  There  is  a  lot  of  expense 
to  this. 

The  regulatory  aspects  are  really  quite  onerous,  and  it  is  not  just 
with  EPA,  but  down  to  the  county  level.  You're  talking  at  the  state 
level  too.  So  there  are  a  number  of  regulatory-type  activities. 

Firms  must  produce  initial  inventory  just  to  get  started.  Also,  it 
is  costly  to  install  the  initial  manufacturing  lines,  and  generate  the 
technical  cost  and  price  data  that  you  have  to  have  in  order  to  go 
to  a  financial  institution. 

The  information  available  on  pre-commercialization  costs  indi- 
cates that  it  is  ten  times  the  cost  of  the  research  just  to  develop 
the  ideas,  and  then  ten  times  that  to  get  the  product  on  the  mar- 
ket. 

So  that's  the  area  we're  working  in.  A  little  bit  later  I'll  comment 
about  how  we're  different  than  what  some  of  the  other  USDA  agen- 
cies are  doing. 

So  as  Mr.  Nash  mentioned,  there  are  many  ideas  out  there,  but 
there  are  not  enough  getting  to  the  marketplace.  According  to  Bert 
Princeon,  who  is  former  director  of  the  ARS  lab  in  Peoria,  Illinois, 
three  of  five  patents  licensed  out  of  that  lab  go  to  either  the  Neth- 
erlands, Germany  or  Japan. 

In  other  words,  U.S.  taxpayers  paid  for  the  research,  but  it  is  ac- 
tually developed  in  these  other  countries  and  they  get  the  jobs. 
This  is  the  kind  of  thing  that  we're  talking  about. 
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CURRENT  PROJECTS 


Now,  I  would  like  to  discuss  just  a  few  of  the  projects  that  we're 
working  on,  and  I  have  some  samples  here,  and  I  will  just  go 
through  these  very  quickly. 

Here's  one  making  windshield  washer  from  denatured  ethanol. 

Our  private  partner  will  put  this  on  the  market,  and  this  will  be 
marketed  in  a  major  way  next  year — the  price  is  expected  to  be 
$1.65  a  gallon,  whereas  the  methanol  based  product  currently  on 
the  market  is  about  $1.45. 

This  composite  building  material  is  another  product  that  we're 
working  on  with  a  small  firm  up  in  Minnesota.  This  is  made  out 
of  soybean  meal  and  wastepaper,  and  is  a  very  attractive  product. 
In  other  words,  if  all  those  little  squares  you  have  up  in  there,  we 
are  thinking  of  maybe  having  this  company  come  in  and  use  that 
as  a  decorative  piece.  I  mean,  you  should  have  agriculture  prod- 
ucts, you  know,  up  in  your  room  here.  [Laughter.] 

Mr.  Skeen.  We've  got  a  whole  centerpiece. 

Dr.  O'Connell.  I'm  talking  industrial  now  rather  than  food,  you 
see. 

Just  a  few  others  here.  This  is  waste  wool  used  for  adsorption 
of  oil — a  project  in  Texas.  OSHA  no  longer  allows  oil  to  go  down 
the  drain.  In  other  words,  you've  got  to  soak  it  up,  so  in  any  place 
they  handle  oil — a  metal  cutting  shop  or  a  service  station  or  any- 
place like  that — they've  got  to  put  pads  out.  This  is  a  very  promis- 
ing product. 

The  advantage  with  this  is  we  can  re-use  the  pad  thus  reducing 
the  volume  going  into  landfills. 

Mr.  Skeen.  I'm  glad  you  mentioned  wool.  We  have  to  find  some- 
thing to  take  over  for  the  wool  program  that's  going  to  disappear. 

Dr.  O'Connell.  This  wool  has  had  virtually  no  value.  It  is  from 
the  underbelly  of  sheep. 

Mr.  Skeen.  I  know  it's  the  low  end  of  sheep,  bellies. 

Dr.  O'Connell.  This  is  newsprint  from  kenaf  rather  than  from 
wood  that  is  scarce.  Here's  another  product  from  kenaf.  This  is  de- 
signed for  stage  sets,  Hollywood  sets,  all  kinds  of  different  things; 
it  replaces  imported  tropical  forest  materials.  This  is  attractive  and 
functional  material  that  is  made  out  of  materials  that  we  can  grow 
on  farms  in  this  country. 

This  is  cutting  oil  produced  by  a  small  firm  that  we're  working 
with  out  in  Washington.  The  product  is  made  out  of  rapeseed  or 
crambe,  and  it  has  some  real  advantages.  This  oil  breaks  down 
faster  in  the  marine  environment,  so  it  has  a  beneficial  environ- 
mental aspect  to  it. 

These  wood  chips  can  be  molded  into  furniture.  This  is  a  small 
firm  up  in  Michigan  that  we've  been  working  with  that  has  in- 
vented a  way  to  make  curved  wood  parts. 

Do  you  remember  the  milkweed  that  we  had  on  the  farm  that  we 
tried  to  get  rid  of  as  weeds? 

Mr.  Skeen.  Yes. 

Dr.  O'Connell.  Now  this  private  partner  is  making  pillow  stuff- 
ing and  a  number  of  products:  blankets,  jackets — in  this  area — all 
out  of  milkweed.  In  fact,  this  is  interesting.  This  firm  has  devel- 
oped very  large  market  potential,  and  what  we're  helping  him  with 
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is  on  the  agronomy  side,  to  help  improve  yields.  This  is  very  prom- 
ising. There  are  some  good  products  in  this  area. 

This  product  is  from  cotton — in  other  words,  another  absorption 
type  product.  This  product  is  a  roll  and  grow  grass  seed  mat  made 
out  of  renewable  materials — Kenaf  and  wood — rather  than  syn- 
thetics that  are  on  the  market  now. 

We  have  23  projects  we  funded  last  year  with  $9  million.  We  le- 
veraged this  with  $25  million  from  the  private  sector.  In  other 
words,  the  private  sector  partners  who  compete  for  these  funds 
must  contribute  at  least  50  percent  of  the  funds. 

And  other  than  the  ones  I've  talked  about,  we  are  also  looking 
at  biodiesel,  grass-produced  cardboard  boxes,  ethanol  from 
grasses — rather  than  getting  ethanol  out  of  just  corn  which  is  a 
valuable  material.  If  grass  can  be  used,  it  could  get  it  out  of  mate- 
rial that  grow  on  our  set-aside  lands. 

And  so  we're  looking  down  the  road  where  that  will  be  as  reason- 
able as  getting  ethanol  out  of  corn  starch.  And  turning  corn  into 
higher  value  chemicals,  that  is  another  project  that  we  have. 

Degradable  films  from  wheat  gluten  is  a  project  that  we  have  in 
Kansas. 

So  we  had  407  proposals  in  our  first  go-around.  We  could  only 
fund  23.  This  year  we  have  180  and  we  can  only  fund  about  20. 
Those  are  the  kinds  of  opportunities  that  exist. 

WHY  RENEWABLE  MATERIALS  ARE  COMPETITIVE 

Let  me  just  indicate  why  it  is  that  renewable  materials  have 
some  opportunities  now.  I  have  four  points  I  want  to  make.  Recent 
technological  improvements  in  biotechnology,  fermentation,  chemi- 
cal catalytical  processes.  In  other  words,  we  can  convert  renewable 
materials  better  now  than  we  have  in  the  past. 

On  an  environmental  perspective,  all  kinds  of  pollution — acid 
rain,  global  warming,  smog  and  ground  water  pollution —  have  all 
been  linked  to  fossil  fuels.  We  can  use  renewables  rather  than  fos- 
sil fuels. 

A  political  perspective — relying  on  distant  lands  for  our  indus- 
trial raw  materials  imposes  high  national  security  costs.  From  an 
economic  perspective,  and  this  came  up  before,  we  have  good,  hard- 
working people.  We  have  the  resources  out  in  rural  America,  and 
the  ideas  exist.  All  we've  got  to  do  is  provide  these  small  companies 
with  a  little  bit  of  help  to  get  them  going. 

COMMERCIALIZATION  VS.  R&D 

I  want  to  end  my  comments  discussing  a  few  fundamental  issues, 
and  some  of  these  came  up  last  year.  Some  members  of  Congress 
raised  them.  The  differences  between  the  purposes  of  the  AARC 
Center  and  the  programs  of  the  Agriculture  Research  Service 
(ARS),  the  Cooperative  State  Research  Service  (CSRS)  and  it's  uni- 
versity partners,  Forest  Service  and  Research. 

The  steps  involved  in  commercializing  new  products  by  the 
AARC  Center  compliments  the  research  and  development  functions 
of  these  agencies.  We  get  products  into  the  marketplace  versus  re- 
search and  development;  financial  and  business  assistance  versus 
only  technical  assistance;  private  sector  leadership  versus  public 
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sector   leadership;    private   sector   matching   funds   versus   public 
match;  and  repayment  of  investment  versus  no  repayment. 

On  these  AARC  Center  projects,  if  they  are  successful,  the  com- 
panies we  invest  in  have  to  repay  the  money.  They  either  repay  it 
as  part  of  the  equity  that  we  take  in  the  firm,  or  as  a  royalty. 

We're  getting  more  aggressive  on  the  arrangements  that  we 
make  with  these  companies,  because  if  they  are  really  successful 
and  we  provide  some  of  the  initial  start-up  funds,  we  figure  the 
public  should  be  rewarded  for  the  risk  taken. 

The  AARC  center  has  a  revolving  fund,  and  the  money  repaid 
comes  back  into  that  revolving  fund  from  private  partners.  The 
R&D  agencies  represent  technology  push  approaches.  The  AARC 
Center  is  on  the  demand  side.  The  R&D  agencies  focus  on  research 
and  development,  and  provide  the  long-term  foundation  for  AARC 
Center  efforts  to  commercialize  new  industrial  products. 

In  the  first  23  projects  we  funded,  ten  had  direct  ties  to  ARS, 
CSRS  and  to  the  Forest  Service,  and  eight  others  had  aspects  of 
that. 

In  addition,  five  of  the  23  projects  have  cooperative  research  and 
development  agreements  in  place — ARS  has  a  number  of  those.  So 
in  addition  to  technical  assistance,  the  companies  needed  financial 
assistance  from  the  AARC  Center  to  reduce  risk  in  getting  the 
products  in  the  marketplace  in  a  timely  fashion. 

So  we  see  ourselves  really  in  concert  with  the  R&D  agencies. 
They  do  a  certain  aspect  of  it.  We  do  a  certain  aspect  of  it. 

NEED  FOR  VALUE-ADDED  TECHNOLOGY 

And  the  last  issue  I  want  to  touch  on  is  the  need  for  value-added 
technology  commercialization  from  Ag  and  natural  resources. 

In  1988,  the  Trade  and  Competitives  Act  was  passed.  This  estab- 
lished the  Advanced  Technology  Program  in  the  Department  of 
Commerce,  and  its  purpose  is  to  accelerate  the  development  of  com- 
mercialization of  pre-competitive  generic  technologies  in  American 
industry. 

These  projects  are  primarily  in  urban  locations  and  include  topics 
such  as  the  electric  power  systems,  fiber  optics,  synthetic  coatings, 
integrated  circuits,  surgical  implants,  and  many  other  high  tech 
ideas.  These  are  very  good  projects.  They  are  based  on  merit;  a 
very  worthwhile  program. 

Their  budget  grew  from  $10  million  in  1990  to  $68  million  in 
1993,  $200  in  1994  and  there  is  a  request  for  $450  million  in  1995. 

The  only  point  I  want  to  make  on  this  was  that  the  AARC  Center 
provides  similar  opportunities,  but  focuses  on  assisting  private  en- 
trepreneurs that  are  setting  up  value-added  businesses  in  rural 
America. 

We  tend  to  forget  the  importance  of  American  agriculture  to  the 
U.S.  economy.  The  point  I'm  making  is  that  U.S.  Agriculture  is  a 
high-tech  industry.  It's  not  a  low-tech  industry,  and  the  oppor- 
tunity for  us  to  develop  value-added  products  in  rural  America  is 
something  that  exists,  and  we  need  to  try  to  make  it  happen. 

And  so  in  conclusion,  the  major  characteristics  of  the  AARC  pro- 
gram are  to  stimulate  economic  activity  and  jobs  in  rural  America 
with  private  sector  adoption  of  resource-based,  value-added  tech- 
nologies;  it  is   market-oriented;   industry   proposes   ideas,   shares 
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costs  and  performs  the  work;  a  competitive  selection  process  based 
on  technical,  business,  environment  and  rural  impact  merit;  and 
payback  arrangements  to  the  revolving  fund  with  either  equity  or 
royalty  conditions. 

Mr.  Chairman,  that  concludes  my  testimony.  I  will  be  glad  to  an- 
swer questions. 

[Clerk's  note. — The  Center  Director's  prepared  statement  ap- 
pears on  pages  646  through  661.  The  Explanatory  Notes  appear  on 
pages  662  through  670.] 

INVESTMENT  STRATEGY 

Mr.  Durbin.  Thanks,  Dr.  O'Connell.  Now,  do  I  understand  that 
these  companies  will  be  paying  the  money  back  that  your  agency 
is  loaning  to  them? 

Dr.  O'Connell.  We  don't  consider  it  a  loan,  we  consider  it  an  in- 
vestment in  that  what  we  take  back  is  either  an  equity  position  in 
the  company,  or  a  royalty  arrangement. 

In  other  words,  if  the  projects  are  successful,  then  the  AARC 
Center  would  get  its  money  back  plus  a  risk  premium,  but  if  they 
are  not  successful,  we  don't  expect  to  get  our  money  back. 

Mr.  Durbin.  So  how  is  our  investment  program  doing? 

Dr.  O'Connell.  Well,  we  just  put  out  our  projects.  Last  summer 
is  when  we  got  our  first  projects  out,  and  most  of  them,  the  way 
we've  set  them  up,  we're  talking  generally  two  to  three  years  before 
we  start  getting  money  back. 

Now,  about  four  or  five  of  these,  like  this  one,  that  product  is  al- 
ready out  on  the  market.  There  are  other  ones  that  are  already  out 
on  the  market,  but  we've  set  it  up  in  such  a  way  that  we  want  to 
get  this  program,  get  these  small  companies  generally  established, 
and  then  they  start  paying  us  back. 

Mr.  Durbin.  Would  you  consider  these  high-risk  investments? 

Dr.  O'Connell.  Yes.  Otherwise,  there  is  no  legitimate  role  for 
government  investment.  One  of  the  first  things  the  Board  does 
when  we  are  looking  at  these  is  to  determine  if  they  can  get  the 
money  somewhere  else.  If  so,  we  don't  want  to  be  part  of  it.  If  there 
is  no  other  financial  source,  then  we  get  involved. 

Applicants  go  to  the  bank  which  wants  ten  years  of  financial 
records  or  the  banks  say  sorry.  So  these  are  very  high-risk.  We 
kind  of  look  at  ourselves  as  a  government-sponsored  venture  cap- 
ital fund  for  Agriculture  so  it  is  very,  very  high-risk.  Some  projects 
will  be  big  winners,  while  others  will  fail. 

Mr.  Durbin.  But  you  know  going  in  that  financial  institutions 
have  rejected  these. 

Dr.  O'Connell.  Yes. 

Mr.  Durbin.  That  takes  some  expertise  on  the  part  of  your  agen- 
cy to  decide  that  the  banks  are  wrong,  and  that  in  fact,  taxpayer's 
money  should  be  invested  in  this. 

Dr.  O'Connell.  Well,  let  me  expound  on  that  this  way.  What 
we're  looking  at  here  is  an  opportunity  for  us  to  get  the  advantage 
of  the  research  that  taxpayers  already  paid  for.  This  illustrates 
why  having  high  level  executives  on  the  Board  is  so  crucial. 

Commercial  financial  sources  just  don't  have  a  very  long-term 
look  at  whether  these  projects  are  viable  or  not.  What  we're  trying 
to  do  is  to  help  in  this  area,  to  give  these  small  companies  a  little 
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longer  term  look  because  many  of  these  new  firms  with  creative 
new  products  cannot  obtain  capital  to  proceed. 

Most  of  these  require  three,  four,  five  years  to  get  started.  All 
we're  talking  about  is  to  get  this  started.  Once  it  gets  started,  we 
plan  for  them  to  get  the  money  from  the  traditional  financial  insti- 
tutions. 

The  AARC  Center  uses  three  outside  people  to  review  applica- 
tions before  the  Board  even  looks  at  them.  One  reviewer  is  tech- 
nical, one  is  a  businessman,  and  one  is  general.  The  staff  also  re- 
views each  proposal  before  all  review  comments  are  provided  to  the 
Board. 

Also  we  have  a  board  made  up  of  very  well-qualified  people;  peo- 
ple that  are  in  agro-industry  and  understand  what  it's  going  to 
take  to  make  these  things  work. 

So  we  feel  we  have  pretty  good  expertise  in  making  sound  invest- 
ments here.  The  problem  is  that  what  we're  trying  to  overcome  is 
something  that  is  quite  frankly,  a  failure  in  the  capital  markets — 
we  do  not  want  research  advances  paid  for  by  U.S.  taxpayers  to  be 
commercialized  in  Europe  and  Japan. 

Mr.  Durbin.  Tell  me  what  kind  of  capital  investment  you  are 
making  in  some  of  these  products. 

Dr.  O'Connell.  Well,  like  on  this  one,  this  is  the  one  on  the 
grass  seed,  Roll  and  Grow.  We're  making  available  about  $800,000 
and  the  private  sector  is  putting  about  $1V2  million  on  this  particu- 
lar one. 

This  lubricant,  I  believe  this— about  $400,000?  Yes,  $400,000  and 
the  private  sector  is  putting  in  about  $1.2  million. 

What  happens  on  these — let  me  just  take  this  one  here  for  exam- 
ple; we  put  a  million  dollars  in  the  environ  product  made  from  soy- 
bean meal  and  waste  paper.  After  they  have  gone  through  the  en- 
tire review  process  and  due  diligence,  and  the  results  indicate  that 
this  looks  like  an  excellent  project,  then  we  send  a  letter  of  intent 
to  them. 

And  then,  what  they  are  able  to  do  many  times,  and  that's  ex- 
actly what  happened  on  this  one,  with  that  letter  of  intent,  they 
were  able  to  go  out  and  get  other  investors  to  contribute  another 
$1V2  million. 

So  just  by  us  being  or  saying  that  this  appears  to  be  a  good  in- 
vestment stimulates  getting  money  from  somewhere  else  too. 

RURAL  DEVELOPMENT  ASPECT  OF  AARC 

Mr.  Durbin.  I  found  it  interesting  when  you  spoke  at  the  outset 
about  this  agency  moving  toward  Mr.  Nash's  division  in  the  USDA 
because  it's  trying  to  develop  jobs  in  rural  areas  and  use  agricul- 
tural products. 

Dr.  O'Connell.  Yes. 

Mr.  Durbin.  I  suppose  an  equally  strong  argument  could  be 
made  that  you  should  stay  close  to  your  research  base. 

Dr.  O'Connell.  Well,  I  think  we  should  stay  close  to  both,  to  be 
honest  about  it.  I  think  our  focus  is  on  the  job  aspect  of  this  thing, 
and  the  economic  activity  out  there,  and  creating  value-added  as- 
pects which  is  the  focus  under  rural  development. 

But  in  all  honesty,  in  the  review  of  our  projects,  we  will  be  work- 
ing hand-in-glove  with  the  universities  and  ARS— we  rely  on  some 
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of  these  people  for  technical  reviews.  So  I  think  it  is  kind  of  the 
best  of  two  worlds.  We'll  be  still  working  very  closely  with  those 
folks. 

OBJECT  CLASSIFICATION  TABLE 

Mr.  Durbin.  Let  me,  if  you  wouldn't  mind,  if  you  could  get  a  copy 
of  your  budget  there  in  front  of  you  for  1993,  1994  and  proposed 
for  1995,  I  would  like  to  ask  some  specific  questions  about  some  of 
the  items  in  your  budget. 

I  believe  it  would  be  helpful  to  insert  the  Object  Classification 
Table  from  your  budget  request  at  this  point  in  the  record. 

[The  table  follows:] 

ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION  CLASSIFICATION  BY  OBJECTS 

[1993  and  estimated  1994  and  1995] 


1993 


1994 


1995 


Personnel  compensation: 

Headquarters  

Field 

11  Total  personnel  compensation 

12  Personal  benefits 

13  Benefits  for  former  personnel  

Total  personal  compensation  and  benefits 

Other  objects: 

21  Travel  

22  Transportation  of  things 

23.3  Communications,  utilities  and  miscellaneous  charges 
24  Printing  and  reproduction  

25.1  Consulting 

25.2  Other  services  

26  Supplies  and  materials  

31  Equipment 

41  Grants,  subsidies  and  contributions 

Total  other  objects  

Total  direct  obligations  


$316,207 

320,000 
148,000 

$351,000 
150,000 

316,207 
48,000 

468,000 
94,000 

501,000 
87,000 

364,207 

562,000 

588,000 

93,455 

191,000 

190,000 

3,005 

2,000 

7,000 

7,196 

15,000 

16,000 

2,904 

12,000 

13,000 

35,603 

15,000 

15,000 

271,615 

713,538 

390,000 

8,603 

4,000 

6,000 

23,242 

15,000 

25,000 

8,962,690 

9,101,248 

7,750,000 

9,408,313 


9,772,520 


10,068,786 


10,630,786 


8,412,000 


9,000,000 


OTHER  SERVICES  ACCOUNT 

Mr.  Durbin.  Let  me  start  off  by  asking,  you  have  under  the  clas- 
sification of  Other  Services,  in  1993,  $271,000,  and  this  fiscal  year 
you  are  projecting  $713,000,  and  then  it  is  to  go  back  down  to 
$390,000  in  1995. 

That  is  a  dramatic  change.  It  looks  like  you  tripled  the  amount 
for  other  services  this  year,  and  you  are  going  to  cut  it  in  half  next 
year.  What's  going  on  with  that  account? 

Dr.  O'Connell.  Oh,  this  is  for — we're  setting  up  two  regional 
centers  out  there,  and  that  was  to  set  that  up,  and  to  get  those  es- 
tablished. That's  what  that  was  for. 

Mr.  Durbin.  For  what?  I  mean  what  are  you  spending  the  money 
on? 

Dr.  O'Connell.  This  is  Patricia  Dunn,  our  administrative  officer. 

Ms.  Dunn.  I'm  sorry,  sir. 

Mr.  Durbin.  Sure.  " 
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Ms.  DUNN.  The  way  the  legislation  reads  is  the  centers  have  to 
contribute  half  of  the  funds,  and  we  contribute  half  of  the  funds  to 
set  up  the  regional  center.  They  have  to  match  it,  and  we  antici- 
pate it  would  cost  about  $100,000  to  set  up  a  regional  center,  and 
we  originally  were  going  to  set  up  four  regional  centers,  but  now 
we  are  only  going  to  set  up  two. 

So  we  won't  use  all  those  funds  in  1994.  What  that  will  do  is  go 
back  into  the  project  money. 

Mr.  Durbin.  Well,  a  couple  of  questions. 

Ms.  Dunn.  Okay. 

Mr.  Durbin.  What  happens  to  the  $100,000?  How  is  that  spent? 

Ms.  Dunn.  That  would  go  to  the  regional  center  for  their  oper- 
ation. 

Mr.  Durbin.  For  salaries? 

Dr.  O'Connell.  Salaries,  yes.  We  would  just  pay  the  salary  of 
the  two  regional  directors,  and  operating  expenses  for  that  person. 

Mr.  Durbin.  Why  wouldn't  that  show  up  under  the  personnel 
compensation  line? 

Ms.  Dunn.  According  to  the  lawyers,  they  told  us  under  the  other 
services,  which  was  our  account  code  103,  that  we  could  use  those 
funds  to  pay  for  the  regional  directors,  rather  than  administrative 
funds. 

Mr.  Durbin.  So  when  it  says  other  services,  you  are  saying  that 
that  includes  $200,000  for  salaries  for  two  people  at  each  of  the 
centers. 

Dr.  O'Connell.  That's  right.  Actually  $150,000  is  what  we  really 
scheduled  for  each  of  those  two,  but  it  would  be  a  total  of  $300,000. 

Mr.  Durbin.  So  how  do  you  account  for  the  other  $200,000  dif- 
ference between  last  year  and  this  year? 

That  would  be  our  operating  money,  $300,000. 

Dr.  O'Connell.  Operating  expenses. 

Mr.  Durbin.  I  tell  you  what.  I'd  like 

Ms.  Dunn.  The  breakdown. 

Dr.  O'Connell.  We  can  submit  this  for  the  record. 

Mr.  Durbin.  I  may  have  caught  you  off-guard  here,  and  I  want 
to  give  you  a  chance  to  give  us  some  detail  on  this,  but  there  are 
some  questions  which  the  staff  have  raised  about  this  dramatic  in- 
crease in  other  services. 

Ms.  Dunn.  Actually  in  1995  it  would  have  been  pretty  close  to 
the  same  amount,  but  with  the  five  percent  limitation,  we  moved 
it  into  the  project  funds. 

[The  information  follows:] 

ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION  OBJECT  CLASS  BREAKOUT 

[Estimated  1994  and  1995] 

Initial  1994  re-       Revised  1994  re-       Initial  1995  re-       Revised  1995  re- 
quest quest  quest  quest 

25.2  Other  services. 

Reimburseable  agreements 

Cooperative  agreements 

Board  salary 

Greenbook  charges 

Contractor 

Design  charges  

Workshop-conferences 


$225,000 

$225,000 

$225,000 

$225,000 

30,000 

30,000 

35,000 

35.000 

70,000 

70.000 

70,000 

70.000 

20,000 

20.000 

20,000 

20.000 

30,000 

0 

0 

0 

10,000 

10,000 

10,000 

10,000 

20,000 

10.000 

20.000 

20,000 
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ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION  OBJECT  CLASS  BREAKOUT— 

Continued 
[Estimated  1994  and  1995] 

Initial  1994  re-       Revised  1994  re-       Initial  1995  re-       Revised  1995  re- 
quest quest  quest  quest 

Regional  center  oper.  exp.  (2)  '300,000  30,400  0  144,000 

Other  services  * 8,538  4,750  10,000  10,000 

Total  713,538  400,150  390,000  534,000 

'The  above  estimate  was  operating  expenses  in  FY94  for  two  Regional  Centers.  This  was  an  error.  Both  the  $150,000  tor  FY94  and 
$150,000  tor  FY95  were  erroneously  put  into  the  FY94  figure.  Because  of  delay  in  establishing  the  Regional  Centers  in  FY94,  the  operating 
expenses  will  be  approximately  $30,400. 

' Other  Services  such  as:  ADP  service,  repair,  alteration  or  maintenance  of  equipment,  telephone  calls,  security,  training,  parking  fees, 
bridge  tolls,  baggage,  etc. 

TRAVEL  COSTS 

Mr.  Durbin.  I  see  you  are  doubling  the  amount  of  money  that 
you  spend  on  travel  between  1993  and  1994.  Can  you  explain  that? 

Dr.  O'Connell.  That  was  to  set  up,  again.  It  was  setting  up 
these  regional  centers,  and  we  initially  anticipated  we  were  going 
to  have  more,  but  we  are  only  going  to  have  two  now.  That  was 
the  anticipated  increase  in  cost  for  those. 

Actually,  it  is  not  going  to  be  near  that  much.  I  think  we  were 
generous  in  our  estimation. 

Mr.  Durbin.  If  it's  not  going  to  be  near  that  much,  why  did  you 
ask  for  the  same  amount  next  year? 

Dr.  O'Connell.  Well,  we're  just  going  through  this  year  and  we 
will  have  to  adjust  next  year's  accordingly. 

Mr.  Durbin.  No.  You  see  you  have  asked  for  the  same  amount. 

Dr.  O'Connell.  Well,  we  estimated  that  this  was  the  amount  we 
were  going  to  spend  for  1994,  and  I  think  we  extended  that  out  to 
1995. 

Mr.  Durbin.  But  you  have  said  that  that  was  more  than  you 
needed— $190,000. 

Dr.  O'Connell.  Well,  looking  at  it  right  now  is  what  I'm  talking 
about.  That  is  more  than  we  are  going  to  need  here. 

Mr.  Durbin.  Well,  that's  where  we  all  are,  is  right  now.  [Laugh- 
ter.] 

Dr.  O'Connell.  Again,  if  we  could  take  another  look  at  that,  and 
see  what  it  is  we're  going  to  actually  need  for  1995,  we  will  adjust 
that  accordingly. 

[The  information  follows:] 

For  the  23  projects  already  funded  there  will  be  site  visits  to  ensure  that  agreed 
upon  progress  is  occurring.  We  are  now  negotiating  terms  for  20  new  projects  this 
year  and  each  of  those  requires  on-site  reviews.  Also,  we  anticipated  that  we  would 
have  the  two  regional  centers  up  and  operating  but  that  is  not  the  case.  Our  mid- 
year review  indicates  that  travel  costs  for  fiscal  year  1994  will  be  $140,000  rather 
than  $190,000. 

Mr.  Durbin.  As  I  mentioned,  your  travel  costs  for  fiscal  year 
1993  were  $93,455.  How  much  of  this  was  travel  for  the  board 
members  and  how  much  was  travel  for  the  employees  of  the  center. 
You  can  provide  that  for  the  record. 

[The  information  follows:] 

The  travel  costs  of  the  Board  were  $52,000  and  $41,455  was  for  staff  travel.  Prior 
to  funding  a  project,  at  least  one  Board  member  and  one  staff  person  visit  the  com- 
pany to  conduct  due  diligence.  Also,  once  a  project  is  funded,  Board  and  staff  mem- 
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bers  make  monitoring  visits  to  ensure  the  security  of  the  investment.  In  the  eight 
public  hearings  the  Board  held  at  the  beginning  of  the  program,  those  testifying 
stressed  the  need  for  the  AARC  Center  to  meet  with  people  at  the  local  level,  help 
prepare  applications,  and  monitor  funded  projects. 

Mr.  Durbin.  For  fiscal  years  1994  and  1995,  how  much  of  the 
$190,000  in  travel  costs  will  be  for  center  employees  and  how  much 
will  be  for  Board  members?  You  can  also  provide  that  for  the 
record. 

[The  information  follows:] 

The  estimated  travel  costs  for  Fiscal  Years  1994  and  1995  have  been  reduced  to 
$140,000  and  $160,000,  respectively.  For  Fiscal  Year  1994  we  project  that  $80,000 
will  be  expended  for  staff  travel  and  $60,000  for  the  travel  of  Board  members.  For 
Fiscal  Year  1995  we  project  that  $95,000  will  be  expended  for  staff  travel  and 
$65,000  for  the  travel  of  Board  members.  The  intensive  travel  is  exemplified  by  the 
Deputy  Director's  20  days  in  travel  status  between  January  25  and  March  7 — ac- 
companying various  Board  members  on  11  site  visits  for  new  projects  across  the 
country,  monitoring  4  existing  projects,  and  attending  a  2-day  Board  meeting.  To 
monitor  projects  according  to  the  Board's  plan  entails  95  site  visits  for  1993  projects 
alone. 

EQUIPMENT 

Mr.  Durbin.  In  fiscal  year  1993,  you  purchased  $23,242  worth  of 
office  equipment.  For  the  record,  please  list  the  equipment  you  pur- 
chased, and  was  this  equipment  only  for  three  people? 

[The  information  follows:] 

The  $23,242  expenditure  is  the  cost  to  start  an  office.  The  AARC  Center  pur- 
chased office  equipment  and  office  furniture.  The  expenditure  not  only  covered  the 
3  full-time  staff  people,  but  also  included  office  setup  for  2  individuals  providing 
contractual  services.  The  furniture  and  equipment  included: 

3  computer  systems  $12,800 

Office  equipment  (e.g.,  projectors,  typewriter,  FAX  machine,  etc.)  8,921 

Office  furniture  (desks,  files,  chairs,  etc.) 1,500 

SUPPLIES  AND  MATERIALS 

Mr.  Durbin.  In  fiscal  year  1993,  you  purchased  $8,603  worth  of 
supplies  and  materials,  more  than  double  the  amount  you  antici- 
pate you  will  purchase  in  1994.  For  the  record,  why  were  your  pur- 
chases in  1993  so  high  compared  to  what  you  anticipate  for  1994, 
when  you  will  have  a  larger  staff? 

[The  information  follows:] 

This  represents  start-up  costs  for  a  new  agency.  We  purchased  supplies  and  mate- 
rials in  Fiscal  Year  1993  to  stock  the  basic  office. 

INCREASE  IN  STAFF 

Mr.  Durbin.  You  anticipate  going  from  four  people  in  your  agen- 
cy to  eleven  this  year,  is  that  correct? 

Dr.  O'Connell.  Yes. 

Mr.  Durbin.  And  that  reflects  four  additional  people  at  the  two 
regional  centers,  and  obviously  three  more  employees  here  in 
Washington.  Is  that  what  you're  anticipating? 

Dr.  O'Connell.  Yes,  we  have  now — it  just  shows  here  that  we 
had  three  in  1993.  We  now  have  another  clerk  in  the  office,  and 
we're  talking  about  hiring  a  program  analyst,  so  we  will  have 
what?  Five  here  in  Washington  now? 

Ms.  Dunn.  Six  in  Washington. 
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Dr.  O'Connell.  Six  in  Washington  and  then  the  rest  would  be 
out  in  the  field. 

PROJECT  REVIEW  PROCESS 

Mr.  Durbin.  And  you  said  you  had  three  outside  consultants  who 
were  taking  a  look  at  each  of  these  projects  to  determine  whether 
or  not  you  should  go  forward  with  them. 

Dr.  O'Connell.  Well,  what  we  do  on  that  is  every  project  that 
we  get  in,  and  we  just  pay  them  a  flat  fee  of  just — what  is  it,  Joe? 

Ms.  Dunn.  It's  $20. 

Dr.  O'Connell.  It  is  $20  to  review  each  proposal.  That's  all  I'm 
talking  about. 

You  see,  we  get  proposals  and  then  we  pay  $20  for  them  to  re- 
view the  proposals  that  we  have  coming  in,  outside  people. 

Mr.  Durbin.  Who  are  these  people? 

Dr.  O'Connell.  Oh,  they  are  people  that  are  experts  in  the  topic 
that  we're  talking  about,  the  ones  that  understand  this 

Mr.  DURBIN.  You  are  saying  $20  an  hour? 

Dr.  O'Connell.  No,  no,  no. 

Ms.  Dunn.  For  the  proposal. 

Dr.  O'Connell.  For  the  proposal,  per  proposal. 

Mr.  Durbin.  These  are  experts  who  for  $20  will  review  a  pro- 
posal. 

Dr.  O'Connell.  That's  right. 

Ms.  Dunn.  Yes. 

Dr.  O'Connell.  Honorarium.  In  all  honesty,  they  are  so  inter- 
ested in  the  program,  they're  willing  to  do  that  for  that  kind  of 
money.  Generally  it  is  people  at  universities,  government  labs,  and 
private  business. 

Ms.  Dunn.  It's  true. 

Mr.  Durbin.  What  kind  of  people — I  mean,  give  me  an  idea 

[Laughter.] 

Dr.  O'Connell.  Well,  now,  first  of  all,  some  of  these  folks  are 
people  at  ARS  laboratories.  They  don't  charge  us  anything,  but  spe- 
cialists at  universities  that  are  say  engineers,  chemical  engineers, 
economists,  a  number  of  them  are  from  universities. 

A  number  of  them  are  from  the  private  sector — business  people 
within  the  private  companies. 

Mr.  Durbin.  I'm  intrigued  by  this  $20.  That  is  your  standard  fee. 

Dr.  O'Connell.  It  is. 

Ms.  Dunn.  We  increased  it  to  $25. 

Mr.  Durbin.  Oh  well,  never  mind.  [Laughter.! 

Mr.  Durbin.  I  withdraw  the  question. 

Dr.  O'Connell.  They  are  willing  to  do  it  because  they  believe  in 
the  program,  that's  why. 

HIGH  RISK  INVESTMENT 

Mr.  Durbin.  All  right,  let  me  go  back  to  the  earlier  point.  We  are 
now  venture  capitalists  in  this  agency.  We  are  in  high-risk  invest- 
ment. 

Dr.  O'Connell.  Right. 

Mr.  Durbin.  We  are  basically  loaning  the  taxpayers  money — 
well,  we're  not  loaning  it,  we're  giving  it  away,  on  the  hopes  that 
these  companies  will  be  profitable.  We  are  putting  literally  millions 
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of  dollars  into  these  companies,  and  when  I  asked  you  earlier,  you 
said  well,  we  have  three  people  who  are  reviewing  these  proposals 
before  we  ever  take  a  look  at  it. 

Now  it  turns  out  that  these  people  are  paid  $25  to  take  a  look 
at  it.  I  can't  get  my  bookkeeper  to  look  at  my  tax  return  for  $25. 

Dr.  O'Connell.  We  get  the 

Mr.  Durbin.  Let  me  finish,  Dr.  O'Connell.  I  am  trying  to  draw 
some  sort  of  a  conclusion  here  as  to  whether  you  have  an  orderly 
process  to  evaluate  these  projects,  and  when  you  tell  me  you're 
paying  $25  to  folks  at  universities  and  private  industry  who  have 
a  love  for  this  sort  of  thing,  I  get  a  little  nervous. 

I  mean,  I  am  really  looking  for  somebody  who  is  a  little  more 
hard-nosed  about  it,  who  would  look  at  it  and  say  before  you  put 
a  million  dollars  into  synthetic  grass,  you've  got  someone  who  real- 
ly knows  something  about  the  business  world  and  whether  this  has 
any  commercial  potential. 

You  better  reassure  me  here. 

Mr.  Nash.  Let  me  respond,  Mr.  Chairman,  may  I  just 

Mr.  Durbin.  Sure,  of  course. 

Mr.  Nash.  And  then  you  can  follow-up  on  that. 

Dr.  O'Connell.  Yes. 

Mr.  Nash.  The  reviewer,  the  outside  reviewers  are  sort  of  an  ini- 
tial group  for  us.  They  do  not  make  any  decisions  for  us.  What 
we're  looking  for  is  their  expertise  and  their  feel  on  whether  the 
project  might  have  potential  or  not. 

There  is  a  Board  of  Directors,  a  nine-member  board,  an  inde- 
pendent board  appointed  by  the  Secretary  of  Agriculture  composed 
of  very  successful  businessmen,  researchers,  marketers,  who  also 
take  an  active  interest. 

They  are  board  members,  but  they  spend  more  time  than  an  av- 
erage board  member  would. 

Then  there  is  a  staff  at  AARC  Center  that  also  works  on  the 
projects,  so  these  people  that  are  paid  $20  or  $25  they  are  only 
there  again  for  their  feel  for  what  the  project  is  about.  And  we  use 
that  as  input  into  the  process. 

It's  a  very  formal  process  that  we  go  through.  I  think  the  regula- 
tions show  exactly  how  they  are  to  be  evaluated,  one  point. 

The  second  point,  let  me  go  back  to  your  point  about  venture  cap- 
ital. Yes,  sir,  Mr.  Chairman,  it  is.  My  concern  is  that  private  com- 
mercial banks,  because  of  regulators,  because  of  their  stockholders 
or  investors,  are  not  going  to  get  out  there  and  take  a  chance  on 
some  of  these  new  products. 

Venture  capitalists,  private  sector  venture  capitalists  rarely  find 
their  way  to  these  small  companies,  in  some  cases,  or  rural  areas, 
and  agriculture  products  to  them  I  think  are  not  that  exciting. 
Maybe  some  of  the  stuff  that's  being  done  at  Commerce  is  more 
exciting. 

I  feel  like  there  is  a  role  for  this  program  which  has  $9  million, 
compared  to  Commerce,  and  they  have  a  very  good  program,  but 
ours  is  relatively  small  compared  to  theirs.  I  think  there  is  a  role 
for  it,  and  if  we  don't  do  it,  I'm  not  sure  who  will. 

Mr.  Durbin.  Mr.  Nash,  I  don't  quarrel  with  your  conclusion,  but 
when  I  drove  my  Ford  Taurus  into  Landmark  Ford  in  Springfield 
and  said  it's  not  running  right,  they  hooked  it  up  to  a  diagnostic 
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machine  to  figure  out  what  was  wrong  with  it,  and  charged  me 
$50,  right  off  the  bat,  for  this  machine  to  be  turned  on  and  off,  and 
to  print  out  something. 

Mr.  Nash.  Yes,  sir. 

Mr.  DURBIN.  Now  we  have  somebody  who  for  $25  is  doing  some- 
thing, some  sort  of  review.  I  would  like  to  know  whether  you  get 
a  letter  out  of  this?  Do  you  get  some  kind  of  evaluation  form  out 
of  this? 

Dr.  O'CONNELL.  Yes,  we  receive  a  completed  form  with  a  numeric 
ranking  plus  written  comments. 

COMPENSATION  OF  BOARD  MEMBERS 

Mr.  DURBIN.  You  see,  I'm  a  little  bit  concerned.  I  know  what 
boards  do,  by  and  large.  They  meet  infrequently.  They  are  busy 
people  who  do  a  lot  of  other  things.  They  don't  get  paid  other  than 
a  per  diem,  I  don't  believe. 

Dr.  O'Connell.  No,  in  this  case  they  do  get  paid. 

Ms.  Dunn.  They  get  salaries. 

Mr.  DURBIN.  They  get  a  salary  too? 

Dr.  O'Connell.  Yes. 

Ms.  Dunn.  Yes. 

Mr.  Durbin.  What  kind  of  salary  do  your  board  members 
receive? 

Ms.  Dunn.  GS-18. 

Dr.  O'Connell.  Yes,  GS-18  salary  when  they  are  working. 

Mr.  Durbin.  They  get  $415  a  day? 

Dr.  O'Connell.  Right. 

[Additional  information  follows:] 

The  enabling  legislation  requires  the  Board  to  be  the  managing  entity  of  the 
AARC  Center  and  authorizes  payment  of  salaries  for  time  contributed.  The  salary 
for  1993  was  $62,000  and  estimates  for  Fiscal  Years  1994  and  1995  are  $70,000  for 
each  year.  On  average,  Board  members  contributed  about  25  days  per  year.  This 
represents  about  200  days  per  year  of  executive  time  from  diverse  and  highly  suc- 
cessful businessmen  and  technical  specialists. 

The  legislation  authorizes  the  Board  to  be  compensated  at  a  daily  rate  of  a  GS- 
18  with  the  chair  eligible  for  one  step  higher  pay.  This  translates  to  the  currently 
offered  rate  of  $415  per  day  for  Board  members;  the  chair  is  authorized  to  receive 
$430  per  day.  Two  of  the  Board  members  have  consistently  declined  compensation 
for  either  their  time  or  travel. 

The  following  summarizes  compensation  to  the  Board. 


Item 

Fiscal  year — 

1993 

1994 

1995 

Total  compensation  

Travel 

114,000 

52,000 

130,000 
60,000 

135,000 
65,000 

BOARD  MEETINGS 

Mr.  Durbin.  How  many  days  do  they  meet? 

Mr.  O'Connell.  First  of  all,  if  I  could  answer  your  first  question. 

Mr.  Durbin.  Sure,  go  ahead. 

Mr.  O'CONNELL.  In  regard  to,  this  is  different  than  most  boards, 
and  I've  been  on  a  lot  of  advisory  boards  myself.  This  is  a  working 
board — on  average,  the  first  year,  they  devoted  25  days  each. 

In  other  words,  after  the  three  outside  reviewers  and  staff  assess 
the  proposal,  at  least  one,  generally  two  board  members,  evaluate 
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a  proposal  to  determine  if  it's  a  good  project.  Then  they  actually 
visit  it  on-site.  We  have — and  we  spend  a  fair  amount  of  time  with 
the  Board.  We  have,  for  example,  Del  Schneider,  a  venture  capital- 
ist from  Illinois. 

Lee  Reeve  is  a  Board  member.  He's  a  farmer,  a  very  successful 
farmer  in  Kansas.  My  main  point  is  that  the  Board  spends  a  lot 
of  time  looking  at  each  one  of  these  projects  before  we  fund  it,  and 
we  have  the  right  kind  of  expertise  on  the  Board  to  do  that,  and 
we  pay  them  for  it.  We  pay  them  good  money  for  it. 

And  they  are  the  ones  that  make  the  decision,  and  these  23 
projects,  for  example,  at  least  one,  generally  two  Board  members 
were  thoroughly  involved  with  these  projects,  trying  to  determine 
whether  we  should  fund  it  or  not. 

So  the  three  outside  reviewers  that  we're  talking  about  provide 
an  indication  of  whether  it  appears  sound,  and  the  form  that  we 
have  them  fill  out  includes  the  technical  aspect,  the  business  as- 
pects, the  impacts,  and  the  management  aspect. 

In  other  words,  and  we  have  a  form,  and  in  our  original  applica- 
tion, it's  a  rather  large  application  and  when  the  applicant  fills 
that  out,  he  has  to  address  all  these  questions,  and  so  when  we 
have  the  people  review  this  for  $20,  $25,  they  have  a  fair  amount 
of  information  in  front  of  them  plus  a  series  of  questions  on  each 
review  topic  of  the  review  form. 

But  it  doesn't  take  them  a  real  long  time  to  review  these. 

[Additional  information  follows:] 

During  calendar  year  1993,  the  Board  met  four  times.  Board  member  Jerry 
Caulder  hosted  the  Board  at  his  company  near  San  Diego,  California,  March  2  and 
3,  1993;  all  Board  members  attended  except  Roger  Porter.  The  second  meeting  was 
on  May  18  and  19,  1993,  at  the  U.S.  Department  of  Agriculture,  Washington,  DC; 
all  Board  members  attended.  The  third  meeting  was  on  September  13  and  14,  1993, 
in  Bloomington,  Minnesota;  all  Board  members  attended  except  Philip  Gross.  The 
fourth  meeting  was  on  November  4  and  5,  1993,  at  the  U.S.  Department  of  Agri- 
culture, Washington,  DC;  all  Board  members  attended  except  Martin  Andreas. 

BOARD  OF  DIRECTORS 

Mr.  Durbin.  Would  you  please  list,  for  the  record,  the  current 
members  of  the  board  of  directors? 
[The  information  follows:] 

A.  Martin  Andreas — Nominated  by  Department  of  Commerce;  elected  first  chair 
by  the  other  Board  members  according  to  procedures  defined  in  the  legislation;  Sen- 
ior Vice  President  of  Archer  Daniels  Midland. 

B.  Oleta  Garrett  Fitzgerald — USDA  representative,  Office  of  the  Secretary. 

C.  John  Fujii — Commercialization  of  forestry  products;  recently  retired  from 
James  River  Corporation  and  now  a  small  businessman. 

D.  Philip  Gross — Commercialization  of  starch  polymers;  formerly  President  of 
Novon  Products. 

E.  Jerry  Caulder — Nominated  by  National  Science  Foundation;  President  of 
Mycogen  Corporation,  a  biotech  company  started  by  Dr.  Caulder  in  1987. 

F.  Ralph  Hardy — Nominated  by  National  Science  Foundation;  President  of  Boyce 
Thompson  Institute. 

G.  Roger  Porter — Leading  scientist;  Material  Scientist  at  the  University  of  Massa- 
chusetts with  an  adjunct  appointment  at  the  University  of  Southern  Mississippi's 
Institute  of  Polymer  Science. 

H.  Lee  Reeve — Producer  and  processor  of  agricultural  materials;  operates  Reeve 
Cattle  and  Energy  Company  as  an  integrated  value-added  farming  business. 

I.  Delwin  Schneider — Nominated  by  the  Department  of  Commerce;  President  and 
CEO  of  a  venture  capital  company  specializing  in  environmental  and  energy 
projects. 
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Mr.  Durbin.  Has  Secretary  Espy  appointed  any  members  to  the 
board? 

Dr.  O'Connell.  Yes;  Ms.  Oleta  Garrett  Fitzgerald  as  the  USDA 
representative.  Terms  of  two  more  Board  members  expire  this 
spring  and  then  3  terms  expire  each  year  thereafter. 

UNOBLIGATED  BALANCES 

Mr.  Durbin.  Of  the  approximately  $21  million  appropriated  for 
Fiscal  Years  1992,  1993,  and  1994,  how  much  is  presently  unobli- 
gated? 

Dr.  O'Connell.  At  present  $9,497,000  remains  unboligated.  The 
Board  is  negotiating  with  approximately  20  companies  that  have 
made  it  through  the  review  process;  not  all  of  them  will  receive 
funding.  The  Board  will  make  its  final  investment  decisions  on 
these  at  its  March  18,  1994,  meeting,  and  the  unobligated  funds 
will  become  obligated  over  the  next  three  to  four  months,  as  the 
final  negotiations  are  concluded  and  the  agreements  signed.  The 
Board  will  invest  all  but  about  $600,000,  which  it  deems  prudent 
business  practice  to  hold  in  reserve. 

REVOLVING  FUND 

Mr.  Durbin.  At  the  present  time,  you  pay  your  salaries  and  ex- 
penses out  of  the  revolving  fund.  For  most  agencies,  the  revolving 
fund  is  used  for  program  operating  costs  and  the  salaries  and  ex- 
penses are  paid  from  a  direct  appropriation.  Is  there  anything 
unique  about  your  organization  that  would  make  it  different,  and 
is  there  any  reason  why  you  should  not  be  funded  by  direct,  annual 
salaries  and  expenses  appropriation? 

Dr.  O'Connell.  The  AARC  Center's  appropriation  authorization, 
P.L.  101-624  Title  XVI,  Subtitle  G,  makes  no  provisions  for  direct 
appropriations  for  operating  costs,  including  salaries  and  expenses. 
In  fact,  Section  1664  (c)  delineates  a  formula  that  requires  at  least 
85  percent  of  the  appropriations  to  be  used  to  fund  projects  of  ap- 
plicants; no  more  than  5  percent  can  be  used  for  administration; 
and  no  more  than  5  percent  can  be  used  for  information  collection 
and  dissemination.  The  administrative  category  includes  expenses 
such  as  salaries,  transportation,  travel,  printing,  other  services, 
supplies  and  materials,  and  equipment.  The  information  collection 
and  dissemination  category  is  used  for  project  summary  sheets, 
educational  materials,  and  collecting  information  about  the  indus- 
trial products  domestically  and  internationally. 

empowerment  zones 

Mr.  Durbin.  You  are  proposing  to  earmark  $1,800,000  of  the 
$9,000,000  for  use  in  empowerment  zones.  Please  explain  how  you 
plan  to  use  these  funds  in  empowerment  zones. 

Dr.  O'Connell.  It  was  in  the  initial  request  to  Congress.  Upon 
review  by  the  Department  the  decision  was  made  not  to  include  the 
AARC  Center,  because  the  AARC  Center  projects  are  competitive. 
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REPAYMENT  PROVISION 

Mr.  Durbin.  Of  the  23  grants  you  awarded  last  year,  would  you 
please  describe  for  the  record  the  various  repayment  provisions  of 
these  grants? 

Dr.  O'Connell.  The  AARC  Center  awards  very  few  grants.  The 
repayment  provisions  of  the  AARC  Center's  repayable  cooperative 
agreements  and  venture  capital  agreements  are  negotiated  specifi- 
cally for  each  project.  The  Board  is  in  the  process  of  clarifying  and 
quantifying  the  criteria  that  further  defines  the  qualitative  factors 
of  risk,  return,  length  of  time  to  commercialization,  etc.  The  basic 
repayment  provisions  involve  equity  positions  with  exit  strategies 
or  some  percent  of  sales — a  royalty.  The  risk  premiums  for  the 
1993  projects,  range  from  prime  plus  2  percent  to  equity  positions 
that  could  return  up  to  5  fold  in  less  than  5  years.  For  Fiscal  Year 
1994,  the  AARC  Board  has  decided  to  be  more  aggressive  in  nego- 
tiation payback  arrangements  with  private  sector  partners — reflect- 
ing more  accurately  the  risk  being  taken  on  the  projects.  After 
these  are  completed,  we  will  be  glad  to  provide  the  arrangements 
to  the  committee. 

FEES  AND  ROYALTIES 

Mr.  DURBIN.  On  page  29-7  of  the  explanatory  notes,  you  state 
that  the  revolving  fund  will  also  contain  fees  and  royalties,  dona- 
tions and  other  funds  received  by  AARC.  How  much  has  been  re- 
ceived, to  date,  in  the  revolving  fund  other  than  direct  appropria- 
tions from  the  U.S.  Treasury? 

Dr.  O'CONNELL.  None  has  been  received,  but  the  authorizing  leg- 
islation provides  for  accepting  such  funds  into  the  revolving  fund. 

REVENUES  COLLECTED 

Mr.  Durbin.  You  anticipate  that  you  will  collect  revenues  from 
successful  projects,  which  will  then  be  redeposited  in  the  revolving 
fund  for  use  on  other  projects.  Would  you  please  describe,  for  the 
record,  your  definition  of  a  successful  project  and  at  what  point  you 
would  attempt  to  collect  funds  from  that  project?  In  other  words, 
what  occurrence  or  circumstance  will  trigger  the  repayments? 

Dr.  O'Connell.  The  Board  negotiates  individually  with  each 
project  on  what  will  be  viewed  as  success.  Generally,  it  is  based  on 
sales  of  product.  While  the  Board  views  success  on  the  basis  of 
profitability,  it  recognizes  that  profit  can  be  easily  manipulated. 
Thus,  for  repayment  purposes,  the  Board  prefers  a  sales  level 
agreed  to  at  the  beginning  of  the  project  partnership. 

Once  the  company  has  achieved  net  sales  revenue  from  a  product 
developed  with  AARC  funds,  we  will  receive  a  percentage  share  of 
all  profits  until  the  AARC  investment  is  repaid  with  interest.  For 
an  equity  investment,  the  Board  negotiates  an  exit  position.  AARC 
will  receive  shares  of  the  Company's  common  stock  at  a  predeter- 
mined value.  The  Company  then  has  the  right  to  repurchase  the 
stock  when  the  AARC  investment  is  repaid  with  interest. 

REIMBURSEMENTS 

Mr.  Durbin.  On  page  29-2  of  the  explanatory  notes,  you  esti- 
mate that  you  will  be  receiving  $200,000  in  fiscal  years  1994  and 
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1995.  For  the  record,  what  is  the  purpose  and  source  of  this  reim- 
bursement? 

[The  information  follows:] 

The  authorizing  legislation  provides  for  the  AARC  Center's  Revolving  Fund  to  re- 
ceive funds  from  various  sources  including  appropriations,  transfers,  payments  from 
products  and  services,  fees  and  royalties,  donations  or  contributions,  and  any  other 
funds  acquired  by  the  Center.  Two  sources  of  income  comprise  this  category.  First, 
and  by  far  the  more  important,  is  repayment  from  successful  projects.  Second  are 
funds  transferred  from  other  agencies  for  cooperative  projects. 

[Clerk's  note. — The  information  provided  for  the  record  does 
not  respond  to  the  question.] 

INTERNATIONAL  MEETINGS 

Mr.  Durbin.  On  page  29G-2  of  the  explanatory  notes,  under  the 
heading,  "AARC  Center  Publicity,"  you  state  that  center  staff  and 
Board  members  participated  in  five  international  meetings.  You  do 
not  indicate  whether  these  were  international  meetings  held  in 
Washington.  Please  describe  the  international  meetings  that  were 
attended. 

Dr.  O'CONNELL.  I  will  provide  a  list  of  the  meetings  for  the 
record. 

[The  information  follows:] 

A.  Deputy  Director  was  invited  keynote  speaker  at  the  Second  European  Sympo- 
sium on  Industrial  Crops  and  Products  in  Pisa,  Italy,  in  November  1993 — the  agri- 
cultural development  program  of  the  Economic  Community  provided  a  keynote 
speaker  at  the  BioBased  Products  Expo  in  the  US  in  1992.  Cost  $1,781.00. 

B.  Deputy  Director  was  banquet  speaker  at  the  Annual  Meeting  of  the  Association 
for  the  Advancement  of  Industrial  Crops  in  New  Orleans,  Louisiana,  in  September 
1993.  Cost  $675.00.  On  the  same  trip,  a  separate  visit  was  made  to  assist  a  project 
applicant  in  Mississippi. 

C.  Deputy  Director  was  on  Commercialization  Panel  for  the  Biomass  Conference 
of  the  Americas,  in  Burlington,  Vermont,  in  September  1993.  Cost  $356.00.  In  con- 
junction with  this  trip,  the  Deputy  Director  visited  a  potential  applicant  in  Con- 
necticut and  chaired  a  proposal  review  meeting  in  St.  Louis,  Missouri. 

D.  Director  was  keynote  speaker  at  the  6th  Annual  Conference  of  the  Inter- 
national Kenaf  Association  in  New  Orleans,  LA.  Cost  $700.00. 

E.  Cross-Atlantic  Meeting  with  European  Community  anticipated  for  Washington, 
DC  (Cancelled  since  budget  prepared— due  to  EC  concerns  over  GATT  negotiations 
and  personnel  changes  in  the  EC  program).  Cost  $0. 

Mr.  Durbin.  Did  any  members  of  the  Board  attend  the  five  inter- 
national meetings? 

Dr.  O'Connell.  No  Board  members  were  involved. 

Mr.  Durbin.  What  was  the  purpose  of  these  meetings? 

Dr.  O'Connell.  The  meetings  keep  us  abreast  of  activities  in 
other  parts  of  the  world.  For  example,  the  Deputy  Director  identi- 
fied English  technology  at  the  meeting  in  Italy  that  appears  to 
have  applicability  in  strengthening  one  of  the  existing  AARC  Cen- 
ter projects.  We  have  also  learned  that  countries  in  Europe  plan  to 
produce  kenaf  at  subsidized  rates,  processing  it  into  pulp,  and  ex- 
porting it  to  the  United  States.  We  also  learned  the  details  of  the 
European  Community  biodiesel  program — the  Europeans  are  far 
ahead  of  the  U.S.  with  biodiesel. 

Mr.  Durbin.  Why  is  it  necessary  for  AARC  staff  or  board  mem- 
bers to  attend  international  meetings,  since  you  don't  make  inter- 
national grants? 

Dr.  O'Connell.  It  is  critical  to  know  what  advances  are  occur- 
ring in  other  countries.  As  has  been  stated  before,  three  of  five  pat- 
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ents  licensed  by  the  ARS  Peoria  Lab  are  going  to  firms  in  Ger- 
many, The  Netherlands,  and  Japan.  The  AARC  Center  would  like 
to  reverse  that  trend  and  be  able  to  identify  technologies  that  peo- 
ple in  other  countries  paid  for  and  the  U.S.  could  reap  the  economic 
development  benefits  without  the  U.S.  taxpayers  incurring  the 
R&D  costs. 
Mr.  Durbin.  Mr.  Skeen. 

COMMERCIALIZATION  ASPECTS  OF  THE  AARC  CENTER 

Mr.  Skeen.  Mr.  Secretary  and  Dr.  O'Connell,  I  know  in  the  spec- 
ulations of  new  technological  developments,  and  those  that  have 
some  marketable  potential,  this  country  has  not  filled  that  void 
very  successfully.  I  appreciate  the  fact  that  in  the  area  of  agricul- 
tural products,  that  you  are  trying  to  fill  this  void. 

Let  me  give  you  an  example  of  what  I'm  talking  about.  The  tech- 
nology for  the  development  of  fiber-optics  sat  on  the  patent  shelf 
for  20  years  until  the  patent  ran  out.  It  was  immediately  snapped 
up  by  Japanese  interests  that  had  already  decided  that  they  knew 
how  to  develop  a  market  for  it,  which  they  did,  and  with  a  lot  of 
Government  support  money. 

So  today  you've  got  American  technology  that  is  dominated  in  the 
marketing  area  by  Pacific  Rim  countries. 

One  of  the  problems  in  our  society  today  is  that  when  we  do 
come  up  with  a  new  product,  it  doesn't  give  us  a  30-day  turn- 
around, they  are  not  interested  in  it. 

Dr.  O'Connell.  Right. 

Mr.  Skeen.  Because  as  you  say,  you  can't  get  financial  institu- 
tions support.  Banks  today  are  so  regulated  that  if  you  don't  show 
a  profit  within  a  quarter,  then  your  loan  is  going  to  be  classified. 

So  I  see  what  you're  trying  to  do,  and  I  understand  that  what 
the  Chairman  is  talking  about  is,  are  we  getting  ourselves  into  a 
very  risky  venture? 

Dr.  O'Connell.  It  is  high-risk. 

Mr.  Skeen.  High-risk,  but  I  think  it's  also  producing  products. 
These  23  projects  were  just  funded  last  year,  so  we've  got  to  give 
them  a  little  time  to  get  them  up  and  going.  And  already,  four  or 
five  of  these  are  putting  products  out  on  the  market. 

Dr.  O'Connell.  But  all  we  are  trying  to  do  is  to  provide  some 
start-up  funds  to  get  over  the  hump.  That's  all.  I  mean,  just  to  get 
the  thing  going,  and  then  once  they  get  established  and  get  some 
things  out  there,  then  they  can  go  elsewhere  to  get  their  resources 
expanded  beyond  that. 

Mr.  Skeen.  I'm  very  interested  in  your  approach  and  the  Chair- 
man's questions  are  very  good  because  we  don't  want  another  pro- 
gram that  goes  awry. 

Dr.  O'Connell.  We  can  answer  those  questions.  Some  of  those, 
we  put  those  budget  numbers  in  there,  and  we  were  rather  gener- 
ous in  putting  it  in  some  of  those  places,  and  we  will  come  back 
with  very  specific  answers  as  to  the  concerns  that  were  raised.  We 
have  revised  our  object  class  to  reflect  better  estimates. 

Mr.  Skeen.  As  I  understand  it  from  your  presentation,  you  have 
a  pretty  strict  criteria  that  you  follow. 
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Dr.  O'Connell.  We  do.  We  go  through  a  very  set  process.  We 
have  an  annual  plan  of  work  and  also  a  strategic  plan  that  indi- 
cates just  how  we  go  through  these  things. 

In  fact,  we  were  criticized  early  on,  why  didn't  we  get  started 
sooner,  and  the  reason  we  didn't  was  that  we  had  hearings  and  we 
set  up  our  strategic  plan.  We  set  up  the  process  we  were  going  to 
use,  and  we  feel  it's  a  very  good  process  for  classifying  which 
projects  we  think  are  going  to  be  successful,  and  which  projects 
aren't. 

Mr.  SKEEN.  Have  you  had  any  pay-back? 

Dr.  O'Connell.  No,  no,  we  have  not  yet. 

Mr.  Skeen.  You  haven't  had  any  pay-back  at  all. 

Dr.  O'Connell.  No,  because  like  I  said,  our  first  projects  that  we 
put  out  were  funded  between  about  May  of  last  year,  May  of  1993, 
and  September  of  1993,  those  23  projects. 

Mr.  Skeen.  So  it's  very  new. 

Dr.  O'Connell.  Very  new.  We  have  only  been  in  operation  for 
two  years. 

Mr.  Skeen.  But  you  do  have  some  potential? 

Dr.  O'Connell.  Yes,  we  have  some  potentials,  at  least  five  or  six 
of  these  already  have  products  out  in  the  market,  and  we  antici- 
pate the  others  will  be  coming  along  very  shortly;  so  it  is  a  very 
new  program. 

Mr.  Skeen.  Are  you  getting  representation  from  pretty  much  all 
parts  of  the  country? 

Dr.  O'Connell.  Yes. 

NEW  MEXICO  PROJECT 

Mr.  Skeen.  I  notice  that  you  have  a  project  going  on  in  New 
Mexico. 

Dr.  O'Connell.  Yes,  we  have  one  in  New  Mexico  on  kenaf.  Yes, 
they  really  do  spread  across  the  country.  The  only  place  probably 
not  represented  as  well  as  it  should  is  the  northeast,  but  we  have 
a  number  from  the  midwest,  a  number  from  the  south,  a  number 
from  the  far  west,  and  so  from  that  standpoint,  it  is  quite  well  rep- 
resented. 

And  we  have  the  project  summaries,  you  have  not  seen  them, 
these  are  the  fact  sheets  and  are  available  right  over  here. 

Mr.  Skeen.  I  am  very  interested  in  your  work. 

Dr.  O'Connell.  And  they  have  a  one  page  fact  sheet  and  it  indi- 
cates on  there  just  exactly  how  much  money  we  put  in,  how  much 
the  cooperator  put  in,  what  the  nature  of  the  project  is,  and  where 
it's  located. 

Mr.  Skeen.  Okay.  I  think  that  you  are  exhibiting  a  concern  and 
a  care  that  this  program  doesn't  fall  by  the  wayside. 

Dr.  O'Connell.  I  can  tell  you,  the  people  that  have  been  in- 
volved in  this,  and  the  people  that  have  been  responsible  for  get- 
ting this  program  started — a  number  of  the  commodity  groups,  a 
number  of  the  commissioners  of  Agriculture,  organizations  like 
Farm  Bureau  and  Farmers  Union,  this  is  something  that  has  been 
talked  about  for  a  long  time,  and  people  have  gotten  frustrated 
that  the  things  that  we  have  done  out  of  our  labs  and  don't  get  out 
on  the  market.  Those  interests  that  I've  talked  about  have  talked 
to  people  in  Congress  and  people  like  Chairman  de  la  Garza,  Con- 
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gressman  Penny,  Senator  Harkin,  a  number  of  them,  have  held 
hearings  on  this. 

This  is  not  something  that  just  happened  overnight.  This  is 
something  that  a  lot  of  thought  went  into. 

KENAF  PROGRAM 

Mr.  Skeen.  What's  happened,  give  me  some  idea  of  what  kind  of 
success  you  have  had  with  the  kenaf  program? 

Dr.  O'Connell.  Oh,  really  quite — in  regard  to — by  the  way,  we 
sent  out  all  of  our  stationary,  for  example,  with  kenaf  paper,  print- 
ed with  soy  ink,  and  we  worked  with — what's  the  firm  in  New  Mex- 
ico, Joe?  And  where  are  they  located? 

Mr.  Roetheli.  KP  Products  in  Albuquerque. 

Dr.  O'Connell.  They  are  the  ones  that  made  it  possible  for  the 
initial  kenaf  paper  to  be  published,  working  with  the  people  that 
publish  paper,  and  we  have  a  project,  an  upcoming  project  with 
them  to  expand  their  operation — what's  the  main  purpose  of  it,  do 
you  remember? 

Mr.  Roetheli.  Oh,  basically  it  is  providing  them 

Mr.  Skeen.  Would  you  identify  yourself  for  the  record,  please  sir? 

Mr.  Roetheli.  I'm  Joe  Roetheli,  Deputy  Director  of  the  AARC 
Center.  The  KP  Products  Group  is  a  very,  very  small  company.  It 
basically  consists  of  four  people,  and  they  are  trying  to  bring  this 
bonded  paper  product  to  the  marketplace.  It's  very  expensive  to  set 
up  to  manufacture  a  new  product.  It  requires  them  to  do  toll  proc- 
essing at  paper  mills,  and  we  are  helping  them  get  the  first  batches 
of  paper  run  and  tested  so  that  we  have  a  good  product  on  the  mar- 
ket. 

I  was  just  out  and  visited  with  them  last  week.  I  think  they  are 
making  very  good  progress  on  it.  We  expect  that  they  are  going  to 
have  a  real  product  on  the  market  in  a  fairly  short  period  of  time. 
It's  a  very  small  company;  very  creative  in  how  they  are  putting 
this  together. 

Mr.  Skeen.  Is  the  end-product  cost  competitive? 

Dr.  O'Connell.  It  will  cost  more  than  normal  paper.  It  also  has 
some  advantages  over  normal  paper.  It  will  take  ink  better.  It 
doesn't  smear  nearly  as  easily  as  normal  paper  does. 

They  are  targeting  primarily  the  environmental  market  with 
that  product. 

Mr.  Skeen.  Thank  you,  I  appreciate  your  responses.  Mr.  Peter- 
son? 

ORGANIZATION  AND  MANPOWER 

Mr.  Peterson.  Thank  you,  Mr.  Skeen.  Mr.  Nash,  I  would  only 
point  out  that  we  have  Agriculture  products  already  on  the  wall. 
It's  called  wood.  [Laughter.] 

Mr.  Peterson.  And  we  do  a  pretty  good  job  of  raising  those 
trees. 

As  you  know  from  our  visit,  I'm  not  a  huge  fan  of  this  program. 

Mr.  Nash.  Yes,  sir. 

Mr.  Peterson.  And  it  is  not  because  the  concept  is  bad.  The  con- 
cept is  good,  and  I  think  as  I  said  the  other  day,  I'm  concerned  that 
we  might  be  able  to  do  this  better  elsewhere,  or  within  the  depart- 
ment. 
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We  have  a  new  bureaucracy  brewing  here.  You  are  going  to  open 
two  more  offices,  and  then  next  year,  there  will  be  two  more,  and 
so  on,  and  I  just  see  this  thing  creating  more  expense  when  we  al- 
ready have  units  within  USDA  that  will  do  this. 

And  I  would  even  go  so  far  as  to  say  for  $9  million,  we  could  buy 
some  pretty  heavy-duty  consultants  that  will  do  the  whole  trick,  if 
that  were  what  you're  trying  to  do.  If  in  fact  you  want  real,  honest- 
to-goodness  marketers  that  are  specialists  in  Ag  product  develop- 
ment, etc.,  etc.,  etc.,  I  think  there  is  probably  a  niche  out  there  in 
the  private  sector  that  might  actually  do  this,  to  some  satisfaction. 

DUPLICATION  OF  EFFORT 

But  that  aside,  when  I  look  at  the  projects,  as  I  mentioned  to  you 
earlier,  I  see  an  incredible  connection  and  overlap  in  the  research 
area  between  you  and  ARS.  I  just  can't  dismiss  that. 

You  even  mentioned  in  your  remarks,  Dr.  O'Connell,  that  you  are 
working  to  build  milkweed  as  a  higher  production  of  seed,  which 
is  indeed  a  direct  mission  and  goal  of  ARS.  There  are  a  couple  of 
other  products  with  which  you  are  doing  with  that  as  well. 

In  fact,  of  the  23  projects  funded,  13  appear  to  have  a  very  seri- 
ous research  aspect  to  them  that  could  be  done  by  one  of  the  other 
research  organs  within  the  USDA  itself. 

Yet  here  we  are  now  creating  another  program  within  USDA 
that  parallels,  or  in  some  ways,  lays  over  the  top  of  existing  USDA 
agencies,  and  we're  without  justification  in  the  long  and  short  of 
it,  in  my  view. 

So  I'll  let  you  just  respond  to  some  of  those  comments. 

Mr.  Nash.  Thank  you,  Congressman.  Let  me  say  that  Dr. 
O'Connell  and  I  did  enjoy  the  visit  in  your  office,  and  I  think  like 
with  any  relatively  new  program,  this  program  I  think  was  started 
in  March  of  1992. 

Dr.  O'Connell.  That  is  correct. 

Mr.  Nash.  March  of  1992,  and  there  are  always  improvements 
that  can  be  made.  I  think  the  suggestions  that  you  made,  number 
one,  having  to  do  with  making  sure  that  we're  not  funding  research 
that  could  be  done  by  ARS,  and  I  think  our  estimate  was  about  15 
percent,  but  it  depends  on  how  you  define  it. 

But  I  think  the  point  that  you  made  is  right,  that  we  should  not 
be  funding  anything  having  to  do  with  research  if  ARS  or  the  forest 
service  research  could  do  it. 

Secondly,  your  point  about  large  companies — we  should  not  in- 
vest in  the  new  products  of  large  companies  unless  we  are  positive, 
absolutely  positive  that  it's  going  to  be  of  more  benefit,  or  primary 
benefit  to  smaller  companies  who  supply  them. 

I  think  the  point  about  the  bureaucracy,  we  must  be  very  careful. 
I  mean,  I  don't  want  to  come  back  before  you  down  the  line  and 
talk  about  a  program  that  has  a  big  bureaucracy.  The  idea  is  for 
the  AARC  Center  to  be  sort  of  small,  lean  and  mean. 

These  regional  offices  we're  talking  about  only  have  two  people, 
and  the  local  sponsor  provides  the  space,  50  percent  of  the  space — 
the  building,  the  support  services,  the  paper  and  all  that,  so  it  is 
not  like  a  major  office.  It's  a  small,  lean,  operation  out  there. 

Mr.  Peterson.  May  I  interject?  And  I  think  you  are  absolutely 
right,  I  think  you  did  a  remarkable  job.  You  had  407  applications, 
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and  then  you  awarded  23  by  1993,  but  now  you're  going  to  have 
11  people,  two  regional  offices,  etc.,  etc.,  etc.,  and  you're  going  to 
review  180  for  perhaps  20  projects  that  you  might  do. 

So  you  haven't  grown  in  that  operation,  from  that  standpoint. 
You've  actually  reduced,  and  yet  you  are  increasing  the  administra- 
tive overhead  significantly,  it  seems  to  me. 

Of  course,  as  the  Chairman  said,  I  can  save  you  $75  on  each 
issue,  or  each  one  of  those  because  there  is  no  objectivity  in  those 
reviews.  There  can't  be.  If  you  have  somebody  who  is  doing  some- 
thing that  is  honorary,  that  is  already  invested  and  they  like  the 
project,  or  they  have  concern  that  it  is  of  benefit  to  them,  ulti- 
mately, they  are  going  to  say  yes,  this  is  a  wonderful  thing. 

So  there  isn't  an  increase  in  your  workload. 

Dr.  O'CONNELL.  May  I — can  I  answer  that? 

Mr.  Peterson.  Certainly. 

Dr.  O'CONNELL.  These  23  projects  that  we  have  out,  and  again, 
we  just  got  them  out  last  summer  between  May  and  September, 
one  of  the  most  important  aspects  of  that  is  to  monitor  those 
projects. 

In  other  words,  one  of  the  key  things  that  we're  going  to  be 
doing,  the  people  that  are  out  there  in  the  field  and  working  with 
other  folks  that  are  out  there  who  are  interested  in  this  program, 
will  be  able  to  ensure  that  those  projects  perform  as  we  had  indi- 
cated. 

When  we  set  up  the  co-op  agreements  for  these  projects,  we 
didn't  just  go  in  and  give  them  money.  We  set  this  up  with  activi- 
ties so  that— we  set  up  the  inventory  here,  we  set  up  the  produc- 
tion line  here,  did  the  marketing  aspect  here,  and  so  forth. 

We  showed  the  amount  of  money  that  they  were  going  to  spend, 
the  amount  of  money  that  we're  going  to  spend  and  other  investors 
and  so  forth,  and  in  order  to  ensure  that  these  projects  are  going 
to  result  in  successful  businesses,  monitoring  is  important.  That's 
not  something  we  had  before,  so  that's  an  important  addition. 

Another  aspect  that  we  feel  we  didn't  do  very  adequately  pre- 
viously is  that  when  small  companies  put  in  proposals,  they  really 
didn't  know  how  to  do  it,  especially  small  business  people.  This  is 
not  something  that  they've  done.  Researchers  have  done  this  rather 
regular  in  the  past. 

What  they  need  more  than  anything  else  in  order  for  them  to 
compete  is  somebody  to  work  with  them,  to  help  do  those  proposals, 
to  get  them  together,  to  show  what  is  going  to  compete,  so  there 
will  be  a  fair  amount  more  work  involved  once  these  projects  get 
up  and  get  running,  with  the  monitoring  aspect,  and  also  working 
with  small  companies  that  put  in  proposals. 

And  so  that's  just  two  of  them,  off  the  top  of  my  head,  and  I  just 
wanted  to  respond  in  regard  to  the  difference  between  what  we're 
doing  and  what  ARS  is  doing,  for  example,  and  Forest  Service. 

I  have  been  in  research  a  long  time.  I  was  a  research  adminis- 
trator for  a  number  of  years.  I  was  in  Cooperative  State  Research 
Service.  I  was  in  Forest  Service  research  for  14  years  of  my  career, 
and  I  was  at  the  Forest  Products  Lab,  in  fact  this  utilization  lab 
up  in  Madison,  Wisconsin,  and  I  have  worked  with  a  lot  of  private 
sector  people  in  all  of  those  aspects. 
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One  of  the  things  that  is  missing  with  so  many  of  these  tech- 
nologies is — first  of  all,  coming  back  to  what  is  different  than  what 
is  in  ARS,  is  that  we  work  directly  with  the  private  companies  that 
are  going  to  get  this  product  on  the  market.  That's  who  our  client 
is.  That's  who  we're  working  with. 

ARS  and  other  R&D  organizations  now  have  CRADAs  that  give 
the  patent  rights  and  the  license  rights  to  companies  to  develop 
technology.  But  more  often  than  not,  it's  the  financial  assistance 
that  firms  are  missing,  not  the  technology  itself. 

I've  indicated  that  CRADAs  serve  a  purpose  but  do  virtually 
nothing  to  reduce  financial  risk.  Quite  frankly,  there  are  a  lot  of 
ideas  out  there,  not  just  the  ideas  that  we  have,  not  just  the  ones 
that  come  out  of  ARS  and  other  R&D  organizations. 

In  fact,  the  idea  for  this  building  composite  came  from  a  13-year 
old  girl's  science  project  in  Minnesota,  for  example. 

We  work  directly  with  the  private  companies  in  providing  finan- 
cial and  business  assistance.  On  a  technical  side,  they  work  with 
ARS,  but  ARS  cannot  provide  any  money  to  a  private  company. 
They  don't.  Neither  does  the  Forest  Service. 

They  have  technology  and  it  will  sit  there  and  it  will  sit  there 
and  sit  there,  and  then  a  foreign  country  will  develop  it  and  we  will 
buy  it.  That's  what  has  happened  again  and  again. 

And  that's  why  the  ATP  program,  the  Advanced  Technology  Pro- 
gram has  received  all  those  funding  increases.  We  are  very  similar 
to  that  program,  very  similar.  The  major  thing  that's  different  is 
that  we  have  a  pay-back  and  they  do  not.  At  least  we  hope  to  get 
something  back. 

So  a  lot  of  people  that  have  studied  this,  and  also  people  out 
there  in  the  ag  community  like  the  commodity  groups  and  the  com- 
missioners of  agriculture  and  farmers,  themselves,  they  say  that 
they're  sick  and  tired  of  not  being  able  to  expand  our  market.  It's 
just  not  happening.  We  have  all  these  good  research  ideas  on  the 
shelf,  and  it  is  not  getting  out  there. 

And  so  I  do  see  a  difference  from  the  standpoint  of  what  we  do, 
and  what  is  done  by  say,  ARS. 

Mr.  Peterson.  Well,  again,  I  like  the  concept.  I  just  don't  think 
that  we  have  to  have  a  whole  different  agency.  We  can  create  a 
mechanism  within  USD  A,  I  am  convinced,  that  can  in  fact  provide 
financial  assistance,  and  work  with  the  end  result  of  the  science 
that  is  out  there,  and  take  it  into  a  completed  product.  I  think  that 
the  potentials  are  all  there. 

Dr.  O'CONNELL.  We  will  provide  some  additional  information  for 
the  record. 

[The  information  follows:] 

The  pre-commercialization  stage  of  projects  can  be  broken  out  into  three  areas — 
Research;  Technology  Development  and  Demonstration;  and  Commercialization  As- 
sistance. ARS  primarily  performs  in  the  research  area  and  the  AARC  Center  in  the 
other  two.  Following  are  definitions  of  these  three  categories  and  where  the  first  23 
projects  funded  by  the  AARC  Center  fit. 

Research. — Includes  both  basic  and  applied  research.  Represents  the  creation  of 
new  ideas  against  the  background  of  industry  needs. 

Basic  research  is  fundamental,  purposeful,  necessarily  high  risk,  and  often  carried 
out  at  the  molecular  or  cellular  level. 

Applied  research  takes  new  discoveries  to  produce  new  technologies  or  products 
to  meet  a  specific  need. 
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Technical  Development  and  Demonstration. — Involves  establishing  public-private 
ventures  to  test  and  demonstrate  the  technical  and  economic  feasibility  of  producing 
a  new  product  or  processing  a  commodity  in  a  new  way  on  a  commercial  scale. 
Funding  would  go  for  assistance  of  specific  public-private  projects  to  commercialize 
new  uses  for  agricultural  materials.  Examples  of  these  commercialization  activities 
include: 

Designing  equipment. 

Testing  products  against  industry  and  consumer  standards. 

Obtaining  regulatory  approvals  and  clearances. 

Scaling  up  prototype  equipment  to  a  commercial  scale. 

Conducting  pre-commercial  runs. 

Verifying  that  the  technology  performs  on  a  commercial  scale. 

Developing  technical,  cost,  price,  and  other  economic  data  for  financial  institu- 
tions. 

Commercialization  Assistance. — Provides  financial  assistance  for  the  commercial 
development  of  new  products,  processes,  or  new  crops.  Examples  include: 

Estimating  costs,  benefits,  and  probabilities  of  success  for  developing  and  commer- 
cializing new  products. 

Determining  market  potential. 

Setting  up  initial  production  lines. 

Inventory  build-up. 

Estimating  effects  on  rural  communities  and  the  environment. 

Conducting  marketing  efforts. 
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Following  is  a  summary  of  the  projects  being  supported  by  the  AARC 
Center,  including  the  level  of  pre-commercialization  at  which  the 
company  is  presently  operating: 


NATIONAL  CORN  GROWERS  ASSOCIATION  IN  CONJUNCTION  WITH  AQUINAS 
TECHNOLOGIES  (MO) 

AARC  INVESTMENT:   $400,000 
COOPERATORS  INVESTMENT:   $945,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  Using  corn-derived  ethanol,  this  venture  is 
marketing  a  non-toxic  windshield  washer  solvent.  Bottling  is  being 
done  by  handicapped  individuals  in  a  number  of  locations  throughout 
the  country.  The  AARC  funding  is  being  used  to  procure  equipment 
for  the  filling  lines,  obtain  the  ethanol  and  conduct  an 
advertising  campaign. 


MIDWEST  GRAIN  PRODUCTS,  INC.  (KS) 

AARC  INVESTMENT:   $818,000 
COOPERATORS  INVESTMENT:   $850,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  Midwest-  Grain  Products,  Inc.  is  a  leading 
producer  of  wheat  gluten  and  is  exploring  new  technologies  for  the 
development  of  gluten-based  films,  coatings  and  adhesives.  Under 
the  agreement  with  the  AARC  Center,  they  will  install  a  new 
production  line  and  perfect  the  manufacturing  process  and  conduct 
tests  on  finished  products.  They  will  also  begin  marketing 
activities  of  the  new  products,  as  part  of  the  agreement. 


AGRIGENETICS  L.P.  (CA) 

AARC  INVESTMENT:   $776,110 
COOPERATORS  INVESTMENT:   $1,267,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  This  project  seeks  to  commercialize 
Lesguerella  as  a  new  crop  to  serve  as  a  source  of  hydroxyalted 
vegetable  oil.  (Current  markets  for  such  oil  exist  only  for 
imported  castor.)  The  project  involves  all  aspects  of  developing 
a  new  crop:  germplasm  development;  commercial  variety  development; 
crop  agronomics  and  harvesting;  oil  processing  and  coproduct 
disposition;  and  oil  and  coproducts  applications  development. 
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INTERNATIONAL  LUBRICANTS,  INC.  (WA) 

AARC  INVESTMENT:   $480,000 
COOPERATORS  INVESTMENT:   $490,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  This  project  seeks  to  commercially 
demonstrate  production  and  marketing  of  a  superior  lubricating 
material  from  vegetable  oils  that  is  competitively  priced.  It 
includes  the  full  spectrum  of  new  product  development:  pre-market 
survey;  identification  of  specific  products  and  laboratory  testing; 
identification  of  chemical  plant  to  manufacture  the  product;  sales 
and  shipment;  and  marketing  of  the  product.  The  AARC  Center  funds 
are  helping  to  support  all  of  the  activities. 


PHENIX  COMPOSITES,  INC.  (MN) 

AARC  INVESTMENT:   $1,000,000 
COOPERATORS  INVESTMENT:   $1,500,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  Phenix  manufactures  a  composite  material  made 
from  recycled  newspapers  and  soybeans .  The  material  can  be  worked 
like  wood.  The  AARC  Center  funding  is  helping  to  establish  a  full- 
scale  production  plant,  including  acquisition  and  installation  of 
equipment.  In  addition,  the  funding  is  supporting  the  purchase  of 
sufficient  inventory  levels  to  operate  a  full-scale  production 
plant.  Also,  AARC  Center  funds  are  being  used  in  the  marketing 
effort. 


AGRO-FIBERS,  INC.  (CA) 

AARC  INVESTMENT:   $800,000 
COOPERATORS  INVESTMENT:   $3,100,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  Agro-Fibers  operates  a  fiber  separation  plant 
for  the  crop  of  kenaf  and  adds  value  to  the  separated  fiber 
fractions.  This  project  includes  the  purchase  of  equipment  for  the 
establishment  of  a  new  production  line  in  Mississippi,  as  well  as 
the  development  of  new  products. 


INTERNATIONAL  POLYOL  CHEMICALS,  INC.    (WA) 

AARC  INVESTMENT:   $3  00,000 
COOPERATORS  INVESTMENT:   $601,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  The  overall  purpose  of  this  program  is  to 
improve  the  economics  of  a  process  to  convert  cornstarch-derived 
glucose  into  a  number  of  high-value  chemicals .  The  AARC  support  is 
directed  at  catalyst  improvement,  enhanced  value  product  slate,  and 
improvement  of  the  chemical  kinetics  to  produce  higher  valued 
specialties  and  separations. 
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BIOTECHNOLOGY  RESEARCH  &  DEVELOPMENT  CORPORATION   (IL) 

AARC  INVESTMENT:   $500,000 
COOPERATORS  INVESTMENT:   $500,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  This  project  focuses  on  developing  the 
technology  for  producing,  on  a  large  scale  with  commercially 
feasible  economics,  adherent,  starch  encapsulated  formulations  of 
chemical  and  biological  pest  control  agents  in  both  granular  and 
sprayable  forms .  The  AARC  Center  funds  are  being  used  to  develop 
specific  formulations  for  field  testing  and  for  conducting  the 
necessary  preliminaries  for  scale-up  of  the  procer 


RODALE  INSTITUTE  (PA) 

AARC  INVESTMENT:   $200,000 
COOPERATORS  INVESTMENT:   $553,091 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  Using  a  mixture  of  farm-derived  and  urban 
materials  for  composting,  this  project  has  the  goal  of  producing  an 
agricultural  grade  compost  for  soil  improvement.  The  AARC  Center 
is  supporting  compost  testing  and  environmental  monitoring,  compost 
utilization  trials,  on-farm  compost  production,  market  analysis  and 
an  education  campaign. 


AG  PROCESSING,  INC.  (NE) 

AARC  INVESTMENT:   $3  6,000 

COOPERATORS  INVESTMENT:   $9,000 

LEVEL  OF  PRE-COMMERCIALIZATION:   Research 

PROJECT  DESCRIPTION:    This  is  a  study  to  determine  the  best 

available  technology  for  the  production  of  biodiesel  type  fuel  from 

vegetable  oils.  It  will  result  in  a  literature  search  and  evaluate 

the  options,  risks  and  probabilities  of  commercial  success  of 

various  processes.   The  best  technology  will  be  identified,  which 

may  be  a  currently  used  commercial  system,  a  new  process,  or  some 

form  of  hybrid  system. 


HOBBS  BONDED  FIBERS  (TX) 

AARC  INVESTMENT:   $700,000 
COOPERATORS  INVESTMENT:   $716,344 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  This  project  involves  the  manufacture  of 
wool-based  products  to  act  as  adsorbents  for  oil  spills.  Hobbs,  an 
established  firm  in  the  fiber  industry,  will  use  the  AARC  funding 
to  purchase  components  of  the  wool  production  line  and  install  it. 
In  addition,  they  will  modify  an  existing  facility  to  accommodate 
the  wool  production  line.  They  will  also  use  the  funding  to  help 
with  the  marketing  of  their  new  product. 
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WEYERHAEUSER  PAPER  COMPANY  (OR) 

AARC  INVESTMENT:   $3  50,000 
COOPERATORS  INVESTMENT:   $359,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  Ryegrass  seed  production  results  in  large 
amounts  of  straw  that  currently  presents  a  major  environmental 
problem  in  its  disposal.  This  project  seeks  to  find  a  use  for  the 
straw  in  the  production  of  linerboard.  The  AARC  Center's 
investment  will  fund  scientific  reviews  of  the  pesticide  and 
chemical  content  of  the  straw,  as  well  as  economic  analysis  of  the 
farmers'  operations  in  producing  the  straw.  In  addition,  an 
assessment  will  be  made  of  grower  practices  that  affect  straw 
quality.  Straw  from  the  1992  ryegrass  seed  harvest  is  to  be  used 
in  various  pulping  studies,  to  determine  the  feasibility  of  using 
the  straw  in  existing  mills . 


KENAF  INTERNATIONAL,  LTD.  (TX) 

AARC  INVESTMENT:   $100,000 
COOPERATORS  INVESTMENT:   $100,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  Kenaf  International  is  developing 
commercially  viable,  state-of-the-art  agro-industrial  operations  to 
manufacture  separated  fiber,  pulp  and  paper  products  from  kenaf. 
This  project  is  examining  a  wide  range  of  options  for  the  use  of 
kenaf.  It  will  result  in  an  engineering  analysis  sufficient  to 
support  permitting  and  financing  arrangements  for  construction  of 
a  paper  mill  using  kenaf.  In  addition,  a  complete  marketing 
analysis  will  be  conducted  to  examine  various  potential  uses  for 
kenaf.   Finally,  a  business  plan  and  strategy  will  be  prepared. 


AMERICAN  BIOFUELS  ASSOCIATION  IN  ASSOCIATION  WITH  THE 
NATIONAL  SOYDIESEL  DEVELOPMENT  BOARD  (MO) 

AARC  INVESTMENT:   $140,000 
COOPERATORS  INVESTMENT:   $130,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  The  goal  of  this  project  is  to  develop  engine 
performance  and  emissions  data  for  a  diesel  engine  using  a 
competitive  biodiesel  fuel,  in  order  to  establish  industry 
guidelines  and  standards.  The  work  includes  engine  installation, 
fuel  blending,  engine  testing  and  data  analysis. 
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FATS  &  PROTEINS  RESEARCH  FOUNDATION,  INC.  (ID 
AARC  INVESTMENT:   $10,000 
COOPERATORS  INVESTMENT:   $61,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  The  thrust  of  this  project  is  the 
commercialization  of  low  cost  animal  fat  methyl  esters  as  an 
alternate  fuel  or  as  a  blend  with  diesel  fuel  that  will  meet 
emission  standards.  This  will  include  testing  fuel  mixtures  in  a 
diesel  engine,  investigating  additives  to  lower  the  boiling  point 
of  methyl  tallowate,  testing  fuel  mixtures  in  multiple  engines,  and 
ultimately  demonstrating  the  fuel  in  test  fleets. 


GRIDCORE  SYSTEMS  INTERNATIONAL  CORPORATION  (CA) 

AARC  INVESTMENT:   $50,000 
COOPERATORS  INVESTMENT:   $50,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  GSI  manufactures  panels  for  trade  shows  and 
theater  sets.  With  AARC  funding,  the  company  is  developing  a  new 
line  of  panels  based  on  technology  licensed  from  the  USDA  Forest 
Products  Lab  and  using  kenaf  as  a  fiber  source.  The  work  will 
include  mold  making,  panel  fabrication  and  post- treatments,  panel 
lamination  and  edging,  as  well  as  end-user  testing. 


LEAHY -WOLF  COMPANY  (IL) 

AARC  INVESTMENT:   $70,000 
COOPERATORS  INVESTMENT:   $77,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  Leahy-Wolf  manufactures  a  biodegradable 
concrete  release  agent  based  on  vegetable  oil,  as  opposed  to  the 
current  industry  standard  of  petroleum-based  agents .  The  product 
is  already  tested  and  ready  for  market,  but  lacks  sufficient 
national  exposure  to  achieve  the  expected  level  of  sales.  AARC 
funding  is  being  used  in  this  project  to  fund  a  national 
advertising  campaign  targeted  at  the  construction  industry. 


AFEX  CORPORATION  (TX) 

AARC  INVESTMENT:   $250,000 
COOPERATORS  INVESTMENT:   $406,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  This  project  seeks  to  verify  process 
conditions  for  a  commercial  operation  to  convert  lignocellulosic 
materials  to  sugars  for  subsequent  conversion  to  ethanol  and  other 
products.  The  basic  work  is  on  pre-treatment  of  lignocellulosic 
materials,  but  work  on  enzymatic  hydrolysis  and  fermentation  of 
sugars  is  also  included  in  the  tasks.  Information  from  scale-up 
evaluations  will  provide  the  basis  for  designing  a  commercial 
operation. 
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NATURAL  FIBERS  CORPORATION  (NE) 
AARC  INVESTMENT:   $150,000 
COOPERATORS  INVESTMENT:   $1,050,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  Natural  Fibers  markets  a  range  of  products 
stuffed  with  a  blend  of  natural  down  and  milkweed  floss.  The 
demand  for  the  products—comforters,  pillows,  etc. --is  high,  and 
the  AARC  funding  is  helping  to  improve  the  agronomics  of  milkweed 
production.  Increased  yield  and  advanced  cultural  practices  are 
the  primary  goals  of  the  work. 


ARKENOL,  INC.  (CA) 
AARC  INVESTMENT:   $1,000,000 
COOPERATORS  INVESTMENT:   $7,000,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  ARKENOL  is  committed  to  building  and 
operating  a  succession  of  biomass  to  alcohol  facilities,  using  a 
proprietary  technology  for  acid  recovery  from  an  acid  hydrolysis 
process.  AARC  funding  is  being  used  to  assist  ARKENOL  in 
developing  and  establishing  a  production  system  to  commercially 
demonstrate  their  ability  to  convert  cellulosic  materials  to  clean 
sugars  suitable  for  fermentation  into  alcohols,  ketones,  and  other 
chemicals . 


BIOENERGY  INTERNATIONAL,  L.C.  (FL) 

AARC  INVESTMENT:   $100,000 
COOPERATORS  INVESTMENT:   $150,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  The  AARC  funding  is  to  assist  BioEnergy  in 
the  development  of  the  technology  and  the  equipment  to  demonstrate 
the  ability  to  convert  corn  stover  to  ethanol  by  fermenting  the 
pentose  and  other  sugars  derived  from  hemicellulose .  Previous  work 
at  the  University  of  Florida  has  developed  genetically  engineered 
bacteria  that  can  ferment  pure  laboratory  sugars,  mostly  pentoses, 
to  ethanol  with  high  efficiency.  The  challenge  of  this  project  is 
to  demonstrate  that  acid  hydrolyzed  hemicellulose  can  be  fermented 
to  ethanol  with  similar  results. 


STRANDWOOD  MOLDING,  INC.  (MI) 

AARC  INVESTMENT:   $315,000 
COOPERATORS  INVESTMENT:   $2,155,770 

LEVEL  OF  PRE-COMMERCIALIZATION:  Development  and  Demonstration 
PROJECT  DESCRIPTION:  Strandwood  Molding  is  developing  a 
manufacturing  process  to  make  molded  furniture  parts  from  wood  that 
is  presently  of  very  low  value.  The  AARC  Center  funds  are  being 
used  for  the  purchase  of  equipment  to  establish  the  production 
line . 
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CCT  CORPORATION  (AZ) 

AARC  INVESTMENT:   $170,530 
COOPERATORS  INVESTMENT:   $186,000 

LEVEL  OF  PRE-COMMERCIALIZATION:  Commercialization  Assistance 
PROJECT  DESCRIPTION:  CCT  is  commercializing  a  biologically  based 
granular  matrix  pest  control  product.  AARC  funding  is  supporting 
all  aspects  of  field  and  laboratory  protocols  and  testing.  In 
addition,  the  funding  is  supporting  CCT's  efforts  at  registering 
the  product  with  EPA  and  establishing  the  quality  control 
procedures  for  formulation  and  packaging. 
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PAY  BACK  PROVISION 


Mr.  Peterson.  You  brought  up  the  pay-back,  it  doesn't  seem  that 
your  revolving  accounts  are  going  to  be  so  very  revolving. 

In  some  of  the  instances,  you  take  equity  and  of  course,  if  the 
thing  goes  down  the  tubes,  there  is  no  pay-back.  I  would  like,  for 
the  record,  for  you  to  submit  to  us  the  pay-back  provisions  for  each 
of  those  23  projects,  just  for  my  edification  and  perhaps  the  other 
committee  members. 

Dr.  O'Connell.  Okay. 

[Clerk's  note— The  material  submitted  to  the  Committee  has 
not  been  printed  in  the  record  because  of  questions  regarding  con- 
fidentiality.] 
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ALTERNATIVE  USES  OF  CROPS 


Mr.  Peterson.  And  I  know  I'm  taking  too  much  time,  Mr.  Chair- 
man, but  I  would  like  to  close  on  the  focus  of  those  crops  which  you 
have  looked  forward  to  finding  some  methods  to  use  in  an  alter- 
native way. 

I  see  them  in  areas  that  aren't  so  potentially  productive.  You 
know,  it's  hard  to  make  a  big  living  on  straw  and  compost  and 
some  of  those  things.  I  think  we  need,  if  we  are  going  to  do  this, 
we  have  to  focus  on  wool.  We  do  have  to  focus  on  cotton.  We  have 
to  focus  on  peanuts.  We  have  to  focus  on  the  big  crops  and  so  on 
that  we  are  so  good  at  growing,  because  that's  where  the  big  bucks 
are  going  to  be. 

And  for  us  to  just  look  at  the  smaller  specialty  crops,  is  inad- 
equate. You've  got  a  neat  piece  of  work  there,  but  the  result  is  that 
we're  still  going  to  have  great  excess  in  production,  in  soybeans, 
etc.,  etc.,  etc.,  and  those  are  the  areas  that  have  to  be  in  some  way 
placed  in  some  sort  or  priority  which  gets  back  to  the  Chairman's 
question  as  to  the  review  process  here. 

I'm  particularly  sensitive  because  most  of  the  things  that  I  see 
you  funding  have  very  little  positive  impact  on  southern-grown 
products. 

Dr.  O'Connell.  We  do  have  cotton,  and  we  have  some  three 
projects,  and  we  do  have  kenaf  that  could  be  grown  in  your  district, 
for  example. 

I  just  want  to  make  one  point  with  regard  to  alternative  crops. 
Every  indication  is,  and  it  is  due  to  the  decline  in  the  economy  and 
so  forth,  but  this  newspaper  here  is  made  out  of  kenaf,  and  it  was 
produced  in  the  same  manner  as  wood  based  newspaper. 

This  looks  like  a  possibility  for  a  very  large  crop  that  could  be 
grown  throughout  the  south,  anywhere  where  you  could  grow  cot- 
ton, and  somebody  has  got  to  be  working  with  these  private  compa- 
nies in  developing  the  commercialization  work,  pre-commercial  de- 
velopment and  so  forth,  but  the  economics  of  this  right  now  look 
very  promising,  and  as  soon  as  the  economy  starts  turning  around, 
we  will  more  than  likely  have  a  mill  probably  down  in  Texas  pro- 
ducing this  product. 

And  if  that  works,  potentially  you  are  talking  a  major,  major, 
major  industry.  I  am  just  using  this  as  one  example.  I  think  we've 
got  to  be  careful,  I  think  we  have  to  look  at  the  major  crops  we  are 
very  efficient  in,  but  one  of  the  pressures  that  we're  getting  in  Ag- 
riculture is  to  have  diversity  on  the  things  that  we  grow.  The  need 
for  crop  diversity  and  risk  capital  were  major  themes  the  Board 
heard  repeatedly  in  public  hearings. 

There  are  problems  with  mono-culture,  so  that's  also  a  factor 
that  we  have  to  look  at. 

Mr.  Peterson.  I  agree  with  that.  The  point  though  is  that  we  al- 
ready have  these  crops.  They're  not  going  to  change  in  the  near  fu- 
ture. We  have  a  history  of  being  very  good  at  producing  those 
major  crops,  and  that's  where  you're  going  to  have,  if  you  are  going 
to  have  a  product  that  really  goes,  that's  the  area  where  you're 
going  to  get  it. 

Dr.  O'Connell.  A  number  of  them  are. 
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Mr.  Peterson.  I  appreciate  your  patience,  Mr.  Chairman,  and  I 
yield  back. 

BOARD  OF  DIRECTORS 

Mr.  Durbin.  Thank  you  very  much.  Let  me  ask  you,  Dr. 
O'Connell,  the  current  Board  of  Directors,  are  there  any  vacancies? 

Dr.  O'Connell.  There  are  two  coming  up  very  shortly,  and  the 
Secretary  will  have  a  chance  to  appoint  those,  and  there  will  be 
three  the  following  year,  and  three  the  following  year. 

Mr.  Durbin.  Currently  the  Board  is  filled. 

Dr.  O'Connell.  That's  correct.  The  Secretary  appointed  Oleta 
Fitzgerald  as  the  Secretary's  appointment  replacing  Mark  Dungan, 
and  then  there  are  two  whose  terms  expire  very  shortly.  The  Sec- 
retary will  have  a  chance  to  appoint  two  this  summer,  or  very 
shortly,  and  then  three  next  year,  and  three  the  following  year. 

Mr.  Durbin.  I'm  going  to  go  revisit  this  one  question  because  I 
want  to  have  it  clear  in  my  mind.  Someone  submits  an  application 
to  your  agency  for  funding.  You  are  saying  that  two  members  of  the 
board  are  then  delegated  to  review  that  application,  visit  the  plant, 
and  decide  whether  it's  to  be  funded. 

Dr.  O'Connell.  No,  that  is  not  the  way  it  works.  If  I  could  back- 
up just  a  little  bit  please. 

Okay,  the  application  is  submitted,  and  we  categorize  it  and  this 
sort  of  thing.  The  first  thing  we  do  with  that  application  is  have 
those  three  outside  reviewers  look  at  it  from  the  standpoint  of 
the 

Mr.  Durbin.  The  $25  people. 

Dr.  O'Connell.  The  $25  people,  yes.  The  three  outside  reviewers 
look  at  the  application  first  and  determine  if  we  should  we  go  for- 
ward with  it,  should  we  reject  it,  or  should  we  ask  for  more  infor- 
mation. 

Then  the  staff  looks  at  it  also,  so  there  are  basically  four  people 
that  review  it.  The  next  step  is  that  we  have  a  board  meeting  and 
we  spend  a  day,  or  a  day  and  a  half  at  least,  and  we  get  at  least 
two  board  members  that  have  reviewed  certain  projects,  ones  that 
they  are  more  knowledgeable  in  the  particular  aspects  and  they  are 
presented  in  front  of  all  the  other  Board  members. 

Mr.  Durbin.  Let  me  stop  you.  How  many  applications  were  con- 
sidered in  this  process  in  a  given  period  last  year  or  whatever? 

Dr.  O'Connell.  This  year  we  had  180  that  we  worked  on.  Last 
year  it  was  400. 

Mr.  Durbin.  All  right. 

Dr.  O'Connell.  Now  the  reason  that  we  got  less  this  year  is  that 
people  get  discouraged 

Mr.  Durbin.  So  you  are  saying  that  your  entire  Board  sits  down 
and  considers  400  applications. 

Dr.  O'Connell.  Okay,  they  have  access  to  all  of  them,  but  the 
ones  that  really  meet  our  goals  and  criteria  is  probably  close  to 
about  50  percent  of  them. 

But  a  Board  member  has  a  chance  to  look  at  all  of  them.  They 
only  look  at  those  that  are  really  the  more  promising  ones. 

Mr.  Durbin.  Those  that  have  gone  through  the  reviewers. 

Dr.  O'Connell.  Right. 

Mr.  Durbin.  The  staff  process. 
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Dr.  O'Connell.  Correct,  that  look  promising. 

Mr.  Durbin.  To  the  top  of  the  heap. 

Dr.  O'Connell.  At  least  half. 

Mr.  Durbin.  So  now  we're  talking  about  200  applications. 

Dr.  O'Connell.  Yes,  200. 

Mr.  Durbin.  Being  reviewed  by  these  Board  members. 

Dr.  O'Connell.  That's  correct. 

Mr.  Durbin.  Now,  you  had  a  series  of  hearings  a  year  ago. 

Dr.  O'Connell.  Yes,  well,  before  we  got  started,  right. 

Mr.  Durbin.  In  various  cities  around  the  country. 

Dr.  O'Connell.  Correct. 

Mr.  Durbin.  Are  you  still  doing  that? 

Dr.  O'Connell.  No. 

Mr.  Durbin.  So  you  are  sticking  in  Washington. 

Dr.  O'Connell.  No,  we  meet  in  different  places.  We  meet  in  Illi- 
nois, we  meet  out  in  California.  We  meet  in  various  places. 

Mr.  Durbin.  And  is  that  when  the  Board  takes  a  look  at  these 
applications? 

Dr.  O'Connell.  They  get  them  ahead  of  time.  The  Board  mem- 
bers, like  at  least  two  Board  members,  and  sometimes  three,  will 
get,  say,  they  will  each  get  20  proposals,  and  then  they  get  them 
ahead  of  time. 

Then  we  come  together  as  a  Board,  so  they  have  reviewed  them 
and  looked  at  them  before  we  come  to  the  meeting. 

Mr.  Durbin.  So  if  they  each  get  20,  I  take  it  that  they  all  don't 
have  the  same  application. 

Dr.  O'Connell.  They're  different.  It  all  depends  because  the 
Board  members  have  different  expertise.  We  give  it  to  them  and 
they  review  the  proposals.  We  go  around  and  each  Board  member 
goes  through  the  ones  that  they  have  presented,  and  we  put  it  up 
on  the  board. 

We  put  this  in  the  first  quadrant,  the  second  quadrant,  the  third 
or  fourth,  and  so — and  the  whole  Board  then  says — they  ask  ques- 
tions then,  and  this  is  a  very  laborious  process  that  we  go  through. 

Mr.  Durbin.  Well,  if  you  are  dealing  with  200  applications. 

Dr.  O'Connell.  Yes. " 

Mr.  Durbin.  I  would  imagine  it  would  be. 

Dr.  O'Connell.  Yes,  it's  a  very  laborious  process. 

Mr.  Durbin.  How  long  does  it  take? 

Dr.  O'Connell.  Oh,  at  least  a  day  and  a  half,  sometimes  two 
days — the  first  go-around. 

Mr.  Durbin.  This  is  to  review  200  applications. 

Dr.  O'Connell.  Right,  right.  Now  this  last  time  we  had  about 
100.  The  time  before  we  had  200.  Last  time  we  had  about  100,  and 
we  narrowed  it  down  the  first  time  to  about  48.  Then  the  Board 
had  questions  on  these. 

We  go  out  and  get  additional  information.  Then  they  come  back 
with  that  48  and  we  meet  again,  before  we  actually  decide  on  those 
that  we  got  down  to  the  26  on. 

Then,  once  we  get  down  to  the  26,  which  we  did  on  the  first  go- 
around,  then  we  actually  go  out  and  visit,  so  we  go  through  a  whole 
process  of  due  diligence. 

Mr.  Durbin.  Do  Board  members  customarily  recuse  themselves 
from  considering  applications? 
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Dr.  O'CONNELL.  Yes. 

Mr.  Durbin.  Because  of  their 

Dr.  O'CONNELL.  Oh  yes,  we've  met  with  the  lawyers,  and  have 
been  very  careful  about  that,  and  if  there  is  any  indication  of  any 
knowledge  or  something  that  they  have  a  vested  interest  in  or  an 
ownership — whatever — then  they  recuse  themselves. 

Mr.  Durbin.  So  then  after  you  have  culled  this  list  of  200  or 
100 

Dr.  O'CONNELL.  Down  to  about  48,  then  we  ask  for  more  infor- 
mation and  then  the  Board  meets  again,  and  then  we  narrow  it 
down.  The  first  time  we  narrowed  it  down  to  26.  Then  we  actually 
funded  23,  but  before  we  funded,  someone  went  out  on  the  ground. 

Mr.  Durbin.  Somebody  being  a  member  of  the  Board? 

Dr.  O'CONNELL.  Yes,  at  least  one,  and  many  times  two  actually 
went  out  on  the  ground  with  a  staff  person. 

Mr.  Durbin.  I  take  it  from  the  background,  and  I  may  not  have 
all  the  members  of  your  Board  here  before  me,  that  the  back- 
grounds of  those  whose  names  were  submitted  to  me  last  year,  ap- 
pear to  be,  with  perhaps  two  exceptions,  from  the  research  commu- 
nity. 

Dr.  O'CONNELL.  Well,  there  is  just  really — Roger  Porter  would  be 
from  the  research  community.  Now,  Ralph  Hardy  may  appear  to  be 
a  researcher,  but  he  headed  Dupont's  Life  Sciences  Division  for  10 
years,  and  so  he  has  a  rather  varied  background. 

I  would  say  Roger  Porter  would  be  from  the  research  community, 
and  the  rest  are  from  the  private  sector  except  Oleta.  I  mean,  they 
are  mainly  from  business.  Andreas,  Fujii,  Gross,  Hardy  is  in  busi- 
ness, Jerry  Caulder,  Lee  Reeve,  Del  Schneider — there  are  seven  of 
them  that  are  business-related. 

Mr.  Durbin.  You  mentioned  a  woman  who  has  been  appointed 
to  the  Board  who  doesn't  show  up  on  my  list. 

Dr.  O'CONNELL.  Oh,  that's — you  wouldn't 

Mr.  Durbin.  It  doesn't  show. 

Dr.  O'Connell.  Oleta  Fitzgerald  is  now  the  representative  of  the 
Secretary. 

Mr.  Durbin.  And  her  background  is  in  business  or  not? 

Mr.  Nash.  I'll  respond  to  that,  Mr.  Chairman.  May  I?  Oleta 
Fitzgerald's  background  is  community  economic  development.  She's 
from  Mississippi.  She  was  on  Congressman  Espy's  staff  there. 

She  is  Director  of  Intragovernmental  Affairs  in  the  Secretary's  of- 
fice right  now.  The  legislation  calls  for  one  representative  from  the 
Secretary's  office  to  serve  on  the  Board.  The  others  are  named  by 
the  Secretary. 

I  will  say  to  you  that  we  are  in  the  process  of  reviewing  the 
makeup  of  the  Board  to  determine  whether  or  not  the  makeup  fits 
our  new  economic  strategy.  There  will  be  two  vacancies  coming  up 
in  March  for  some  decision  to  be  made. 

Mr.  Durbin.  Well,  I'm  going  to  end  this  questioning  because  it 
could  go  on  indefinitely,  and  I  don't  want  it  to,  but  I  just  want  to 
say  that  it  seems  that  we  have  given  this  board  extraordinary  au- 
thority to  spend  federal  tax  dollars  on  what  has  been  described — 
accurately,  I  believe — as  high-risk  ventures. 

Mr.  Nash.  Yes,  sir. 
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Mr.  Durbin.  And  that  we  don't  know  yet  whether  you  are  going 
to  have  a  breakthrough  which  Mr.  Skeen,  I  guess,  and  all  of  us 
hope  will  happen. 

Mr.  Nash.  Yes. 

Mr.  Durbin.  And  find  a  new  product  that  can  help  us  dramati- 
cally, or  like  most  high-risk  ventures,  it  will  fail,  as  most  small 
businesses  fail. 

Should  the  latter  occur,  we  want  to  be  able  to  say  that  we  have 
done  our  very  best  in  making  a  good  judgment,  and  I'm  sure  that 
you  feel  the  same  way. 

Mr.  Nash.  Yes,  sir. 

Mr.  Durbin.  And  that's,  as  I  listen  to  the  process,  I  still  have 
many  questions  in  my  mind  about  whether  or  not  this  process  is 
adequate  to  make  these  decisions  on  businesses  that  have  already 
been  rejected  by  financial  institutions  for  loans. 

These  are  companies  that  for  a  variety  of  reasons,  as  Dr. 
O'Connell  has  described,  can't  get  money  from  a  commercial  source, 
and  they  are  getting  it  instead  from  AARC  and  from  the  federal 
government  under  a  process  that  I  hope  is  very  exacting,  because 
we  certainly  don't  want  to  be  embarrassed  by  any  results  here. 

PROJECT  REVIEWERS 

Mr.  ROETHELI.  Mr.  Chairman. 

Mr.  Durbin.  Sure. 

Mr.  Roetheli.  I'm  Joe  Roetheli,  the  Deputy  Director.  While  you 
were  out,  I  introduced  myself,  but  let  me  identify  a  few  of  the  peo- 
ple the  AARC  Center  relies  on  as  reviewers — the  people  that  re- 
ceive $25. 

I  reconstructed  some  of  those  real  quickly  here,  and  this  is  just 
a  small  sampling.  Robert  Schwandt,  retired  Marketing  manager  for 
A.E.  Staley;  Charles  Leonard,  past  President  of  Humko  Chemical 
in  Memphis;  Keith  Walker,  Business  and  Licensing  Manager  of 
Agrigenetics;  Allan  Gould  who  heads  up  an  R&D  department  for 
Dow  Elanco;  Richard  Auld,  Texas  Tech,  Chairman  of  the  Plant  and 
Soil  Sciences;  Davis  Clements,  past  Chairman  of  the  Chemical  En- 
gineering Department,  University  of  Nebraska;  Tim  Callahan  from 
Southwest  Research  Institute;  Flex  German,  he's  the  President  of 
Nebraska  Plastics;  Hans  Grethlein  with  Michigan  Biotech;  Jim 
Arquette  who  heads  up  research  for  Flora  Tech  International; 
Joann  Wamstreet  who  heads  up  the  business  development  for  SVO, 
Division  of  Lubrizol  Corporation;  Wayne  Smith  who  heads  up  bio- 
resources  at  the  University  of  Florida;  Lawrence  Russ,  the  General 
Manager  of  New  Energy  of  Indiana;  Rob  Raun,  former  Secretary  of 
Agriculture,  State  of  Nebraska  and  a  leading  farmer;  Sam  Rao,  the 
Vice  President  of  R&D  for  Con  Agra;  and  Mort  Rutenburg  who 
headed  up  some  research  for  National  Starch  and  Chemical. 

And  so  that  is  just  a  sampling  of  the  type  of  outside  people  that 
we  do  use  on  the  evaluation  process,  both  in  the  scientific  commu- 
nity and  the  business  community. 

Dr.  O'Connell.  I  would  like  to  provide  a  detailed  description  of 
our  review  process  for  the  record. 

[The  information  follows:] 
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AARC  Center  Application  and  Review  Process 

Before  implementing  a  process,  the  Board  obtained  input  from  public  hearings 
and  the  staff  reviewed  approaches  by  numerous  state  economic  development  cor- 
porations and  other  Federal  agencies  involved  in  pre-commercialization  activities.  A 
key  Federal  program  is  the  Advance  Technology  program  in  the  Commerce  Depart- 
ment— which  was  started  three  years  prior  to  the  AARC  Center. 

The  review  process  for  AARC  Center  applications  is  approximately  a  150-day  cycle 
that  involves  outside  reviewers,  as  well  as  the  members  of  the  Center's  Board  of  Di- 
rectors and  staff.  Following  is  an  outline  of  a  typical  review  procedure: 

I.  Application  received  by  the  AARC  Center. 

II.  Application  evaluated,  by  three  outside  reviewers  (30-day  cycle): 

a.  Technical  reviewer;  business  reviewer;  general  reviewer. 

b.  All  three  reviewers  evaluate  the  entire  application  on  a  5-point  scale  for  each 
of  the  following  categories:  technical  merit,  business  merit,  management  team,  po- 
tential impacts  (to  employment  and  to  the  environment),  and  in  summary.  Follow- 
ing represents  a  few  examples  of  the  type  of  questions  posed  in  each  area: 

(1)  Technical  merit:  Have  technical  requirements  been  adequately  defined?  Are 
technical  claims  achievable?  What  are  major  technical  obstacles? 

(2)  Business  merit:  Have  customers  been  adequately  identified?  What  is  the  likely 
market  share  for  the  product?  Is  the  business  plan  adequate?  Has  applicant  evalu- 
ated the  competition? 

(3)  Management  team:  How  capable  is  the  management  team?  Is  the  team  aware 
of  the  financial  resources  needed  to  move  the  product  into  the  market?  Have  key 
milestones  been  identified  and  are  they  reasonable? 

(4)  Potential  impacts:  What  is  the  likely  job  creation?  What  is  the  potential  mar- 
ket size?  What  is  the  potential  for  crop  utilization — acres,  volume?  What  are  the  en- 
vironmental benefits?  What  are  the  resource  conservation  efforts?  Will  it  result  in 
the  reduction  of  Federal  crop  subsidies  or  other  assistance  programs? 

(5)  Summary:  overall  strengths  and  weaknesses. 

c.  Each  reviewer  recommends  whether  or  not  the  application  should  be  considered 
further  by  the  AARC  Center. 

Recommend  full  proposal/or  fund. 

Provide  feedback  and  ask  to  resubmit. 

Refer  to  other  sources  for  assistance. 

Reject. 

Compensation  for  outside  reviewers  is  $25.00  per  proposal.  They  can  review  be- 
tween six  and  eight  proposals  within  an  eight  hour  period.  In  some  cases  we  bring 
in  outside  specialists  and  provide  them  an  honorarium  of  $150.00  per  day,  plus  per 
diem. 

III.  Staff  review — runs  concurrent  with  outside  reviews. 

IV.  First  Evaluation  by  Board  of  Directors  (30  day  cycle). 

a.  Each  Board  member  is  assigned  primary  responsibility  for  reviewing  a  number 
of  proposals  in  his/her  area  of  expertise.  Each  Board  member  also  has  responsibility 
as  the  "second"  on  an  additional  group  of  applications.  The  Board  members  review 
the  application,  along  with  the  comments  of  the  outside  and  staff  reviewers. 

b.  The  Board  makes  a  "first  cut"  during  a  Board  meeting.  The  Board  members 
having  responsibility  for  a  given  project  present  the  project  to  the  entire  Board. 
They  include  the  reviewer  comments,  as  well  as  their  own  evaluation.  The  Board 
members  rate  each  project  and  carry  forward  approximately  one-third  to  one-quar- 
ter of  the  projects  for  further  consideration.  Board  members  with  conflict  of  interest 
relative  to  an  application  must  declare  the  conflict  and  not  participate  in  ranking 
the  applications. 

V.  Gathering  of  Additional  Information  (45  day  cycle). 

a.  Projects  carried  forward  are  contacted  and  additional  information  is  gathered 
for  the  Board.  The  questions  raised  by  the  reviewers  and  by  the  Board  members 
are  presented  for  the  applicant's  response. 

b.  Projects  not  given  further  consideration  are  contacted  and  given  a  short  sum- 
mary of  the  reasons  for  not  being  carried  forward.  In  addition,  they  are  given  infor- 
mation on  other  potential  funding  sources  within  the  Federal  government. 

VI.  Second  Evaluation  by  Board  of  Directors  (15  day  cycle). 

a.  Following  receipt  of  the  additional  information,  the  Board  meets  and  gives  the 
remaining  applications  a  further  review.  In  this  case,  three  Board  members  review 
the  new  material  and  present  their  conclusions  to  the  entire  Board.  The  applications 
are  prioritized  with  the  top  priority  slightly  larger  than  a  number  that  is  compatible 
with  the  available  funding.  A  middle  category  represents  good  projects  but  of  a 
lower  priority,  and  the  last  category  represents  the  lowest  priority  applicants  that 
will  not  be  pursued  further  at  this  time. 


642 

b.  Projects  not  carried  forward  are  contacted  and  given  a  short  summary  of  the 
reasons  for  not  being  carried  forward,  as  well  as  information  on  other  potential  gov- 
ernment funding  sources. 

VII.  Negotiation  Stage  (30  day  cycle). 

a.  Projects  being  considered  for  funding  are  visited  by  Board  and  staff  members. 
If  the  project  is  definitely  selected,  the  Board  members  negotiate  the  conditions,  re- 
payment terms,  and  the  paperwork  for  a  cooperative  agreement  is  initiated. 

b.  Projects  not  offered  support  are  given  a  summary  of  the  reasons,  along  with 
information  on  other  potential  funding  sources. 

NOTE. — The  Board  will  conduct  two  to  three  review  cycles  during  the  fiscal  year. 
Applications  received  between  cycles  will  be  given  a  preliminary  review  by  outside 
reviewers  and  selected  Board  members.  Thus,  applicants  will  receive  some  early 
feedback  as  to  the  likelihood  of  their  proposal  being  successful  when  considered  dur- 
ing the  full  cycle.  This  early  feedback  allows  applicants  to  improve  their  proposal 
and  resubmit,  should  they  desire. 

Mr.  Durbin.  Thank  you  very  much.  Mr.  Skeen. 

Mr.  Skeen.  Why  don't  you  ask  Mr.  Pastor  if  he  has  any  ques- 
tions? 

Mr.  Durbin.  Mr.  Pastor,  do  you  have  any  questions  on  this 
panel? 

Mr.  Pastor.  Two  questions. 

Mr.  Skeen.  And  then  I  will  reserve  mine. 

CARRYOVER  FUNDS 

Mr.  Pastor.  In  1993,  you  carried  over  $1.6  million  and  this  year, 
1994,  it  is  estimated  you  will  carryover  about  half  a  million.  When 
do  you  anticipate  allocating  the  unobligated  funds  still  on  your  bal- 
ance sheets? 

Dr.  O'CONNELL.  Well,  one  reason  that  we  carry  over  some  funds 
is  that  when  a  really  good  project  comes  along,  we  want  to  be  able 
to  take  care  of  those,  and  we  just  feel  it  is  appropriate  also  not  to 
get  ourselves  down  to  zero  because  we  are  able  to  carryover  funds. 

And  so  the  first  time  we  were  just  learning,  but  we  figure  about 
a  half  a  million  is  a  reasonable  amount  to  carry  over  so  that  we 
don't  cut  ourselves  down  to  zero  and  have  some  operating  funds. 

MULTICULTURALISM 

Mr.  Pastor.  The  other  question  I  have  deals  with  the  process 
that  you  follow  in  awarding  grant  funds.  Does  this  process  permit 
you  to  take  into  consideration  the  diverse  interests  that  we  have 
in  this  country,  including  the  various  ethnic  groups  represented 
here?  And,  what  do  you  do  to  ensure  that  various  regions  of  the 
country  are  also  considered  as  you  go  through  this  process  of 
awarding  grants? 

Dr.  O'Connell.  In  regard  to  the — one  of  the  four  elements  that 
we  look  at  in  regard  to  impacts  is  the  impact  on  areas  that  are  eco- 
nomically deprived  or  minority  or  whatever,  but  that  is  one  section 
of  the  criteria  that  is  used  for  selecting  projects. 

Our  number  one  criterion,  and  you  need  to  know  this,  is  making 
sure,  as  best  we  can  after  reviewing  their  financials  anticipating 
the  potential  markets,  is  that  they  are  going  to  be  successful. 

In  other  words,  they  are  not  going  to  be  something  that  isn't 
going  to  work  over  time.  I  mean,  that  is  our  bottom  line,  but  we 
also  considered  the  other  things  so  far  as  employment,  and  eco- 
nomic activity  in  the  rural  area  and  those  kinds  of  things. 


643 

In  regard  to  distribution  around  the  country,  our  focus  is  on  tak- 
ing those  projects  that  look  like  the  most  promising.  The  way  it 
worked  out  with  the  first  23  projects,  they  are  spread  across  the 
country  rather  all  over  the  place. 

The  only  place,  as  I  mentioned  before,  that  probably  didn't  have 
as  much  identity  would  probably  be  the  Northeast,  but  the  South 
and  the  Midwest  and  the  West  are  pretty  well  represented. 

Mr.  Pastor.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you.  Mr.  Skeeri. 

Mr.  Skeen.  Just  one  last  question,  Mr.  Chairman.  You  have  $9 
million  now  in  your  budget. 

Dr.  O'Connell.  Yes. 

Mr.  Skeen.  Did  you  ask  for  more? 

Dr.  O'Connell.  Well,  there  was  $20  million  that  went  from  the 
department  over  to  OMB,  and  then  $9  million  is  what  we  have, 
and  last  year  there  was  $20  million  that  was  asked  for. 

Mr.  Skeen.  OMB  gave  you  what  you  asked  for. 

Mr.  Nash.  Well,  our  request,  Mr.  Chairman,  is — I'm  saying  we're 
asking  for  $9  million. 

Dr.  O'Connell.  We  are  asking  for  $9  million. 

Mr.  Nash.  Yes,  sir.  Given  the  constraints  that  we  have  all  over 
the  department,  I  mean,  we  are  going  to  do  the  best  we  can  with 
$9  million.  That's  what  we're  asking  for  today. 

Dr.  O'Connell.  The  request  is  $9  million. 

Mr.  Skeen.  I  see. 

Mr.  Nash.  Yes,  sir. 

Mr.  Skeen.  Thank  you. 

Mr.  Durbin.  Mr.  Peterson. 

Mr.  Peterson.  We  have  already  discovered  a  discrepancy  in  your 
numbers  for  travel,  so  that  might  not  be  a  lot,  but  you  don't  need 
that  much  money,  so  you  could  go  back  and  clearly  restructure, 
right? 

Mr.  Nash.  Let  me  respond  to  that,  and  I  didn't  a  few  minutes 
ago,  but  one  of  the  things  I  want  to  have  happen  is  for  this  project 
is  to  represent  geographic  diversification.  You  mentioned,  Con- 
gressman, ethnic  diversification. 

I  for  one  will  be  pushing  for  more  geographic  diversification,  and 
diversification  among  the  population  groups  we  serve,  and  trying  to 
get  in  the  nooks  and  crannies  of  rural  America  much  more  than  we 
have  for  this  new  agency,  so  I'm  not  really  sure  that  we  might  not 
on  the  travel  side,  need  that. 

We  can  let  you  know. 

Mr.  Peterson.  Then,  if  we  are  really  trying  to  push  the  total  ge- 
ographic picture. 

Mr.  Nash.  Yes,  sir. 

REGIONAL  CENTERS 

Mr.  Peterson.  Then  you  really  don't  have  much  justification  for 
those  two  regional — one  in  Kansas  City  and  one  in  Minnesota,  be- 
cause you're  leaving  the  rest  of  the  country  out. 

It  seems  to  me  that  you've  got  an  alternative  to  those  centers. 
You  are  already  moving  around  the  country  a  great  deal,  in  your 
conferences  and  so  on  and  so  forth.  You  can  use  your  Ag  facilities 
that  exist  in  all  of  these  areas.  You  have  an  opportunity  to  get  out 
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there  rather  than  lock  two  people  in  these  two  places  which  frankly 
aren't  very  close  to  the  south  which  is  again,  something  that  I'm 
concerned  about. 

Mr.  Nash.  Yes. 

Mr.  Peterson.  I  am  looking  at  the  macro.  I've  got  a  problem 
with  the  way  we're  funding  REA  and  some  of  these  other  entities 
within  USDA,  and  at  the  same  time,  with  the  justifications  or  lack 
thereof,  of  what  we're  doing  here,  so  that's  my  concern. 

REGIONAL  CENTERS 

Mr.  Durbin.  I  hate  to  do  this  but  I  need  a  follow-up  question  too. 

So  you  have  decided  on  two  centers,  and  this  committee  has  lim- 
ited you  to  those  two. 

Mr.  Nash.  That's  right. 

Mr.  Durbin.  One  in  Minnesota  and  one  in  Kansas. 

Mr.  Nash.  Right. 

Mr.  Durbin.  As  you  described  your  process  for  reviewing  these 
applications,  I'm  trying  to  determine  what  value  those  centers 
have. 

Dr.  O'Connell.  Well,  the  main  value  is  that  those  individuals 
would  be  out  in,  the  middle  of  the  country  and  travel  from  there 
and  go  out  and  monitor  these  projects  from  those  locations,  and  de- 
velop some  identity. 

Let  me  just  take  Minnesota,  for  example.  They  have  a  three  state 
operation  up  there — Minnesota,  North  Dakota,  and  South  Dakota — 
and  other  states  have  economic  development  corporations. 

What  we  would  like  to  do  much  more  than  we  do  now  is  interact 
with  economic  development  activities  out  in  the  states,  and  we  feel 
that  that  person  can  do  that  better  out  there  than  they  can  in  here. 

And  as  I  indicated  before,  we  see  one  of  the  two  key  responsibil- 
ities for  these  two  individuals,  and  that  is  monitoring  the  projects, 
and  then  secondly  to  work  with  the  people  that  are  putting  in  the 
applications. 

And  we  just  feel  that  we  can  do  it  better  out  there  than  we  can 
in  Washington. 

SOURCE  OF  LOCAL  FUNDS 

Mr.  Durbin.  Did  you  say  at  one  point  that  part  of  the  cost  of 
these  centers  is  being  borne  by  local  sources? 

Dr.  O'Connell.  Yes,  half  of  the  cost  is  borne  by  local  sources. 

Mr.  Durbin.  And  can  you  tell  me  what  those  local  sources  are? 

Dr.  O'Connell.  Well,  in  the  case  of  Minnesota,  it  would  be  those 
three  states  up  there  that  already  have  an  economic  development 
activity.  They  would  pool  money  and  would  provide  half  the  cost, 
and  in  the  ones  down  in  the  south,  we  call  it  the  Southern  Great 
Plains,  there  are  about  eight,  nine  states  in  that,  and  together  they 
would  share  the  cost. 

Mr.  Durbin.  I  would  like  to  see  a  breakdown  of  what  their  con- 
tribution is. 

Dr.  O'Connell.  Okay. 

Mr.  Durbin.  Towards  the  actual  administration  of  the  Center. 

Dr.  O'Connell.  Right. 

Mr.  Durbin.  In  each  of  those  cases. 
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Dr.  O'Connell.  Merely  what  it  is,  is  the  housing  and  we  don't 
intend  to  be  hiring  just  the  regional  director.  What  we're  planning 
on  is  that  they  take  care  of  the  support  help  or  administrative  help 
plus  the  office  space. 

Mr.  Durbin.  If  you  could  give  us  a  breakdown,  a  detailed  break- 
down, I  would  appreciate  that  very  much. 

Dr.  O'Connell.  Okay. 

[The  information  follows:] 

The  estimated  annual  cost  to  the  AARC  Center  will  be  $150,000.  This  covers  sal- 
ary and  benefits  of  the  Regional  Director,  along  with  travel  costs.  The  remaining 
funds  would  be  used  to  carry  out  the  mission  of  the  center,  i.e.: 

Identify  regional  needs  and  opportunities; 

Accept  proposals  and  assist  with  peer  reviews; 

Establish  network  of  project  brokers; 

Monitor  project  progress  and  provide  technical  assistance;  and 

Develop  and  disseminate  information. 

The  estimated  annual  cost  to  the  host  institutions  would  also  be  $150,000.  They 
would  provide  a  full-time  assistant,  office  space  and  furniture,  along  with  normal 
operational  needs,  e.g.,  telephone,  computer  and  supplies.  The  host  institutions 
would  also  share  in  the  operational  costs  of  the  center,  e.g.,  for  reviewers,  workshop 
expenses,  and  publishing  costs. 

The  regional  center  locations  are  considered  administrative  centers  that  carry  out 
day-to-day  operations  of  the  AARC  Center  program.  This  includes  monitoring  of 
projects  already  funded;  working  with  potential  applicants  to  ensure  the  most  prom- 
ising proposals — especially  from  small  entrepreneurs;  accepting  proposals  and  as- 
sisting with  pear  reviews;  establishing  network  of  project  brokers;  and  preparing 
and  disseminating  information.  At  current  budget  levels,  these  regional  centers  will, 
in  cooperation  with  the  Washington  office,  cover  the  whole  country. 

[Clerk's  note. — The  information  provided  for  the  record  does 
not  respond  to  the  question.] 

Mr.  Durbin.  During  fiscal  year  1995  or  the  remainder  of  fiscal 
year  1994,  will  you  be  requesting  authority  to  establish  any  addi- 
tional centers? 

Dr.  O'Connell.  No.  Given  the  current  Fiscal  Year  1994  funding 
and  the  level  of  funding  requested  for  Fiscal  Year  1995,  the  board 
does  not  plan  to  establish  any  additional  centers  during  either 
year.  However,  the  AARC  Center  has  been  strongly  encouraged  by 
the  Senate  to  implement  regional  centers  to  meet  the  requirements 
of  the  enabling  legislation.  We  will  focus  our  attention  on  fully  es- 
tablishing the  two  centers,  which,  along  with  the  Washington  of- 
fice, will  have  to  serve  the  whole  country. 

Mr.  Durbin.  Thank  you  very  much  for  your  testimony. 

Mr.  Nash.  Thank  you  very  much. 

Mr.  Durbin.  Thanks,  Mr.  Nash. 
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STATEMENT  OF 
PAUL  F.  O'CONNBLL,  DIRECTOR 
ALTERNATIVE  AGRICULTURAL  RESEARCH 
&  COMMERCIALIZATION  (AARC)  CENTER 

BEFORE  THE  HOUSE  APPROPRIATIONS  SUBCOMMITTEE 
ON  AGRICULTURAL  RURAL  DEVELOPMENT,  FOOD  AND 
DRUG  ADMINISTRATION,  AND  RELATED  AGENCIES 

March  8,  1994 

Mr.  Chairman  and  members  of  the  Committee:   As  Director  of 
the  AARC  Center,  I  value  the  opportunity  to  discuss  the  activity 
underway  in  USDA's  Alternative  Agricultural  Research  and 
Commercialization  (AARC)  Center.   I  envision  considerable 
potential  to  expand  the  commercial  —  non-food,  non-feed  —  use 
of  agricultural  materials  —  which  includes  traditional  and  new 
crops,  animal  byproducts,  and  forestry  materials.  Much  of  the 
agricultural  and  forestry  material  will  be  processed  in  rural 
areas  because  of  the  bulky  nature  of  the  materials  being 
processed  —  hence,  providing  sustainable  rural  development.   The 
Administration's  request  for  the  AARC  Center  in  Fiscal  Year  1995 
is  $9.0  million. 

As  evidenced  by  the  initial  projects  supported  through  the  AARC 
Center,  the  opportunities  for  converting  renewable  materials  into 
marketable  industrial  products  look  very  promising.   They  range  from 
biodegradable  lubricants  and  biodiesel  to  structural  composites  and 
starch  encapsulated  pesticides. 
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The  unique  aspects  of  this  program  are:   the  independent 
decision  making  Board;  required  matching  funds  by  private  sector 
partners;  and  payback  arrangements  when  project  succeeds. 

Background 

Over  the  past  few  decades,  the  demand  for  food  in  the  U.S. 
has  increased  at  an  average  of  only  1  percent  per  year  whereas 
the  agricultural  productive  capacity  has  increased  an  average  of 
2  to  3  percent  per  year.   We  have  a  serious  and  persistent 
problem  with  excess  capacity  that  amounts  to  30  to  40  million 
acres  of  prime  farmland  --  and  production  in  the  neighborhood  of 
15  to  20  percent  more  than  what  the  market  can  handle  to  provide 
a  fair  price  to  the  producers . 

In  the  70s,  exports  were  seen  as  a  solution  to  excess 
capacity.   However,  agricultural  exports  have  been  too  volatile 
and  irregular.   In  fact,  they  have  declined  in  the  80s  and  early 
90s.   During  this  time  period  the  U.S.  share  of  the  world  market 
for  corn  slipped  to  55  percent  from  77  percent,  wheat  fell  to 
32  percent  from  44  percent,  and  soybean  exports  fell  to 
66  percent  from  78  percent.   Countries  that  have  money  to  buy  our 
raw  agricultural  products  have  learned  how  to  produce  their  own 
food  --  and  having  food  security  is  a  very  important  national 
goal  for  all  nations  —  as  evidenced  in  the  recent  GATT 
negotiations. 
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Therefore,  developing  new  industrial  markets  appear  to  be  an 
alternative  that  should  be  seriously  explored.   While  ideas  for 
non-food  uses  have  been  around  since  the  1930 's,  there  has  not 
been  a  consistent  effort  to  make  them  commercially  viable.   When 
surpluses  were  high,  a  big  push  occurred,  but  when  supply  was 
more  in  line  with  demand  interest  waned.   Consistent  support  is 
more  evident  now  because  an  economy  based  on  renewable  home  grown 
materials  has  built  in  advantage  over  one  based  on  oil  —  the 
majority  of  which  we  now  import.   Following  are  a  few  of  those 
advantageous : 

Recent  technological  improvements  e.g.  in 

biotechnology,  fermentation,  and  chemical  catalytic 

processes  are  improving  the  competitive  position  of 

renewable  materials; 

From  an  environmental  perspective,  all  kinds  of 

pollution,  from  acid  rain  to  global  warming,  from  smog 

to  ground  water  pollution,  have  been  linked  to  using 

fossil  fuels; 

From  a  political  perspective,  relying  on  distant  lands 

for  our  industrial  raw  materials  may  impose  national 

security  costs;  and 

From  an  economic  perspective,  relying  on  imported  raw 

materials  when  economically  competitive  local 

alternatives  are  available,  weakens  local  and  regional 

economies . 
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Mission 

As  stated  in  the  Strategic  Plan  the  mission  statement  for 
the  AARC  Center  is : 

To  generate  widespread  interest  and  profitable 
investment  in  developing  and  commercializing  new 
industrial  and  consumer  products  that  use  farm  and 
forestry  materials,  with  preference  for  projects  that 
benefit  rural  communities  and  are  environmentally 
friendly . 

This  mission  is  accomplished  by  assisting  the  private  sector 
in  closing  the  gap  between  research  results  and  commercialization 
of  industrial  —  non-food,  non-feed  —  products  from  farm  and 
forest  materials. 

Other  elements  of  the  Strategic  Plan  includes  goals  and 
functions  of  the  Center,  as  well  as  ways  and  means.   It  defines 
responsibilities  of  the  board,  staff,  regional  centers  and 
private  sector  partners;  and  most  importantly,  it  enumerates  the 
key  performance  measurements  —  such  as  number  and  type  of  jobs 
created;  sales  of  products;  number  of  acres  or  volume  of 
materials  used;  number  of  new  businesses  created;  and  how 
products  enhance  the  environment. 
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Organization 

The  authorizing  legislation  in  1990  established  a  nine 
person  independent  Board  with  eight  members  non- federal  — 
representing  processing,  financial,  producer  and  academic 
interests.   They  establish  policy  and  program  direction  for  the 
AARC  Center.   The  Director  for  the  Center  is  hired  by  the  Board 
and,  along  with  a  small  staff,  carries  out  day  to  day  operations 
of  the  Center. 

Under  reorganization  plans  in  USDA,  the  AARC  Center  will  be 
reporting  to  the  Under  Secretary  for  Rural  Community  and  Economic 
Development.   The  reorganization  will  highlight  the  AARC  Center's 
mission  to  help  revitalize  rural  America  through 
commercialization  of  resource  base  value-added  technologies . 

Size  and  Location 


The  AARC  Center  currently  operates  with  a  staff  of  five 
people.   I  serve  as  the  Director  and  there  is  a  Deputy  Director, 
an  administrative  officer,  and  two  support  staff.   We  are  in  the 
final  stages  of  bringing  on  a  program  analyst  and  two  regional 
directors.   We  expect  to  maintain  a  small  staff  in  Washington  and 
do  most  of  the  project  initiation  and  monitoring  work  from 
regional  center  locations .   We  contract  with  other  in-house 
organizations  for  our  staff  support  —  such  as  agreements  and 
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personnel  and  use  several  outside  specialists  to  review  proposed 
projects. 

In  the  first  round  of  project  announcements  and  reviews,  the 
AARC  Center  handled  407  proposals.   The  selection  process  began 
with  three  external  reviews  —  covering  business,  technical,  and 
general  impact  concerns  --  and  a  staff  review.   The  number  was 
reduced  to  48.   One  or  two  Board  members  and  a  staff  person  then 
visited  the  site  of  the  more  promising  projects  —  26  —  as  part 
of  the  due  diligence  process  —  negotiating  preliminary 
arrangements  when  conditions  warranted  —  23  projects  were 
finally  funded. 

The  details  of  the  cooperative  agreements  were  worked  out 
between  the  AARC  Center  staff,  agreement  specialists,  and  the 
private  sector  partners.   The  Office  of  the  General  Council  in 
USDA  has  been  fully  involved  in  setting  up  operating  procedures 
for  the  AARC  Center. 

Pield  Structure 

The  AARC  legislation  provides  for  the  establishment  of  two  to  six 
regional  administrative  centers  once  the  annual  appropriation  exceeds 
$5  million.   Appropriation  for  Fiscal  Year  1994  is  $9  million,  and  the 
conference  agreement  provides  for  the  establishment  of  two  centers. 
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Competition  for  location  of  the  first  two  regional 
administrative  centers  appeared  in  the  Federal  Register  early  in 
Fiscal  Year  1993.   The  Center  received  14  proposals.   Based  on 
criteria  spelled  out  in  the  legislation  two  sites  were  selected. 
One  covers  the  Northern  Great  Plains  and  is  located  in  Minnesota 
and  the  other  covers  the  Southern  Great  Plains  and  is  located  in 
Kansas.   We  are  in  the  final  stages  of  selecting  the  regional 
directors  for  these  two  centers . 

Based  on  my  experience  in  the  Sustainable  Agriculture  and 
Aquaculture  programs,  having  regional  administrative  centers  can 
save  program  dollars .   When  competitive  programs  are  run  from 
Washington,  D.C.,  costs  are  higher  for  the  following  reasons: 

business  and  panel  review  members  must  come  to 
Washington  —  a  high  cost  area  --  at  program  expense; 
program  support  is  more  expensive  --  because  there  is 
more  competition  for  office  space  and  qualified  people 
in  Washington,  D.C.  area  than  most  other  parts  of  the 
country;  and 

there  is  less  opportunity  for  direct  interaction  with 
private  sector  partners  and  specialists  at  universities. 
Federal  laboratories,  and  other  institutions. 

The  Board  envisions  the  regional  centers  to  have  very  small 
staffs  (two  people)  that  work  directly  with  potential  applicants. 
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especially  small  entrepreneurs  who  are  not  experts  at  preparing 
proposals,  but  who  have  the  innovative  ideas  and  the 
entrepreneurship  to  commercialize  new  industrial  products  from 
agricultural  and  forestry  materials.   The  AARC  Center  provides 
half  the  funds  to  operate  the  regional  centers,  and  the  centers 
are  housed  in  existing  facilities  provided  by  the  host 
institution.   The  Board  views  the  regional  staffs  as  the  "eyes, 
ears,  and  voice*  of  the  AARC  Center  program  at  the  grassroots 
level.   In  such  a  role,  these  representatives  of  the  program  can 
play  key  roles  in  both  obtaining  promising  projects  and  in 
monitoring  their  progress. 

PROGRAM  ACTIVITIES 

Fiscal  Year  1993 

In  the  first  call  for  proposals,  the  AARC  Center  received 
407  requests  for  support  with  Fiscal  Years  1992  and  1993  funds  — 
requesting  $175  million.   As  specified  in  the  legislation,  the 
AARC  Center  can  carry  funds  over  from  one  fiscal  year  to  another. 
The  AARC  Board  invested  $10  million  in  the  most  worthy  projects 
and  the  project  partners  invested  another  $25  million  or  a  2.5  to 
1  leveraging  of  AARC  Center  funds.   The  cooperative  agreements 
were  finalized  between  May  and  September  of  1993 .   The  23 
projects  supported  represent: 
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awards  to  16  small  entrepreneurial  firms,  4  nonprofit 
organizations,  2  medium  size  firms,  and  1  large  firm; 
use  of  19  different  agricultural  and  forestry  materials 
including  7  new  crops; 

The  limited  list  that  follows  indicates  the  nature  of  these 
projects : 

Lawn  mats  from  kenaf  —  Mississippi 

A  granite-like  composite  board  for  furniture,  tile,  and 

structural  use  from  soybeans  and  waste  newspaper  — 

Minnesota 

Corns tarch-encapsulated  pesticides  —  two  projects  in 

Illinois  and  Kansas 

Biodegradable  films  and  coatings  from  wheat  starch  — 

Kansas 

Biodegradable  lubricants  from  crambe  and  industrial 

rapeseed  oils  --  Washington 

Ethanol  from  grasses  and  other  biomass  sources  —  three 

projects  in  California,  Florida,  and  Texas 

Jobs  and  income  will  be  generated  as  the  commodities  are 
taken  from  the  farm  gate  through  the  processors,  to  the 
wholesalers  and  retailers.   If  all  23  funded  projects  are 
successful,  an  estimated  1,700  jobs  would  result.   If  these 
projects  create  whole  new  industries  --  which  some  will  --  many 
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more  jobs  would  be  created  in  the  future. 

As  stated  earlier,  the  primary  role  of  the  AARC  Center  is  to 
help  the  private  sector  translate  promising  ideas  into  new 
industrial  products.   Typical  activities  supported  by  AARC  Center 
funding  include : 

testing  product  performance  and  consumer  acceptance; 
scaling  up  technologies; 
obtaining  regulatory  clearance; 
installing  initial  manufacturing  lines; 
developing  technical,  cost,  and  price  data  for 
financial  organizations . 

The  AARC  Center  requires  at  least  50  percent  support  for 
these  pre-commercial  activities  from  the  private  sector  partner 
and  negotiates  a  payback  arrangement  for  each  project.   Some 
projects  involve  a  royalty  arrangement  while  others  involve  stock 
options  i.e.,  equity  in  the  firm. 

FISCAL  YEAR  1994 

A  Federal  Register  announcement  on  Request  For  Proposals 
(RFP)  with  Fiscal  Year  1994  funds  occurred  on  June  8,  1993  — 
subject  to  the  AARC  Center  receiving  an  appropriation  from 
Congress.   The  Center  received  140  applications  requesting  over 
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$60  million.   These  proposals  were  reviewed  by  three  external 
reviewers  plus  the  staff.   The  four  reviews  were  then  submitted 
to  the  Board  along  with  the  applications.   The  Board  first 
narrowed  the  field  to  45  applicants  and  requested  additional 
information  on  each.   On  January  27  and  28,  the  Board  narrowed 
the  field  to  26  applications.   Site  visits  began  the  following 
week  and  are  continuing  along  with  other  due  diligence 
activities.   While  the  process  is  time  consuming,  it  follows  the 
requirements  of  the  legislation  for  all  awards  to  be  made  on  a 
competitive  basis.   It  also  assures  sound  investment  decisions  by 
the  Center. 

Examples  of  projects  being  negotiated  for  Fiscal  Year  1994 
are: 

treated  cotton  lint  for  oil  adsorption  —  Mississippi 

straw  board  for  wall  panels  in  houses  —  Iowa  and 

Montana 

a  domestic  supply  of  castor  oil  —  Texas/Kansas 

high  lauric  rapeseed  for  use  in  detergents  — 

Georgia /California 

use  of  peanut  hulls  in  composites  —  Virginia 

road  sign  posts  and  railroad  ties  from  wheat  straw  and 

recycled  plastic  --  Kansas 

residential  biomass  cogeneration  appliances  using  low 

grade  wood  --  Ohio 


657 


potting  mixes  from  compost  —  Connecticut 
disposable  cat  litter  from  wheat  flour  and 
fiber  --  Minnesota 

biodiesel  testing  and  marketing  —  Kansas 
kenaf  bond  paper  —  New  Mexico 

A  few  comments  on  the  type  of  employment  used  in  a  few  of 
these  projects  would  be  instructive.   The  cotton  lint/oil 
adsorption  project  in  Mississippi  plans  to  employ  first  time 
youthful  offenders  in  the  processing  facility.   The  disposable 
cat  litter  project  is  with  "Productive  Alternatives"  in  Fergus 
Palls,  MN.   They  are  a  non-profit  organization  whose  primary  goal 
is  finding  jobs  for  the  mentally  impaired.   They  currently  employ 
200  and  would  expand  that  number  considerably  with  the  project 
being  considered. 

Issues 

Issue  1  —  Some  members  of  Congress  do  not  understand  the 
differences  between  the  purpose  and  activities  of  the  AARC  Center 
and  programs  in  the  Agricultural  Research  Service  (ARS) , 
Cooperative  State  Research  Service  (CSRS)  —  including  university 
partners,  and  Pores t  Service  research. 

The  steps  involved  in  commercializing  new  products  by  the 
AARC  Center  complements  the  research  and  development  functions 
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of  ARS,  CSRS  —  including  universities  —  and  the  FS.  Major 
differences  exist  between  the  AARC  Center  approach  and  those 
generally  employed  by  these  other  agencies : 

1 .  Getting  products  into  the  marketplace  vs .  research  and 
development ; 

2.  Financial  and  business  assistance  vs.  only  technical 
assistance; 

3.  Private  sector  leadership  vs.  public  sector  control; 

4 .  Private  sector  matching  funds  vs .  public  match  if  any; 
and 

5.  Repayment  of  investment  vs.  no  repayment. 

Just  as  on  a  basketball  team,  the  guards  and  center  play 
different  roles,  so  it  is  with  the  AARC  center  and  the  research 
and  development  (R&D)  agencies.   Each  has  a  key  and  complementary 
role  to  play.   The  R&D  agencies  represent  technology  push 
approaches,  and  the  AARC  Center  focuses  on  DEMAND  PULL  from  the 
marketplace  in  selecting  its  projects.   The  R&D  agencies  focus  on 
research  and  development  and  provide  the  long  term  foundation  for 
the  AARC  Center's  efforts  to  COMMERCIALIZE  new  industrial 
products  or  processes.   In  the  first  23  projects  funded  by  the 
AARC  Center,  10  had  direct  ties  to  ARS,  CSRS  or  the  FS  and 
another  8  had  aspects  of  research  by  these  agencies  included  in 
the  projects. 
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In  addition,  5  of  the  23  projects  have  Cooperative  Research 
and  Development  Agreements  (CRADAs)  in  place.   Yet  the  companies 
needed  FINANCIAL  ASSISTANCE  from  the  AARC  Center  to  reduce  risk 
in  getting  products  to  the  marketplace  in  a  timely  fashion  — 
rather  than  merely  the  technical  assistance  that  is  available 
through  a  CRADA. 

In  conclusion,  the  research  agencies  in  Federal  and 
university  laboratories  have  done  a  good  job  of  providing 
promising  conversion  technologies  —  but  far  to  few  end  up  being 
used  in  America.   A  former  Director  of  the  ARS  utilization 
laboratory  in  Peoria,  Illinois,  has  stated  that  three  of  five 
patents  licensed  at  the  Peoria  facility  were  with  firms  from  the 
Netherlands,  Germany,  or  Japan. 

Issue  2  —  The  need  for  support  of  value-added  technology 
commercialization  from  agricultural  and  natural  resource 
products . 

In  1988,  the  Omnibus  Trade  and  Competitiveness  Act  was 
passed  by  Congress  and  it  established  the  Advanced  Technology 
Program  (ATP)  in  the  Commerce  Department.   Its  purpose  is  to 
accelerate  the  development  and  commercialization  of 
precompetitive  generic  technologies  in  American  industry.   The 
funding  generally  supports  projects  in  urban  locations  and 
includes  such  topic  areas  as  electric  power  systems,  fiber 
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optics,  synthetic  coatings,  integrated  circuits,  surgical 
implants  and  many  other  high  tech  ideas.   Project  selections  are 
based  on  technical  and  business  merit,  is  industry  led,  and 
matching  funds  are  required.   This  worthwhile  program  is  making 
significant  strides  with  leading  companies  in  bringing  promising 
technologies  to  market.   The  ATP's  budget  grew  from  about 
$10  million  in  1990  to  $68  million  in  Fiscal  Year  1993  to 
$200  million  in  Fiscal  Year  1994 .   The  Administration  requested 
$450  million  for  Fiscal  Year  1995. 

The  AARC  Center  provides  similar  opportunities,  but  focuses 
on  assisting  private  entrepreneurs  that  are  setting  up  value- 
added  businesses  in  rural  America.   We  tend  to  forget  the 
importance  of  American  agriculture  to  the  U.S  economy.   It  needs 
help  in  economic  revitalization  just  like  other  industrial 
sectors. 

One  unique  aspect  of  the  AARC  Center  versus  the  ATP  program 
is  that  there  are  no  repayment  arrangements  in  the  latter.  It  is 
basically  a  grant  to  successful  applicants. 


In  conclusion,  the  major  characteristics  of  the  AARC  program 
are: 

Stimulate  economic  activity  and  jobs  in  rural  America 
with  private  sector  adoption  of  resource  base  value- 
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added  technologies; 

Market  oriented  —  industry  proposes  ideas,  shares 

costs  and  performs  work; 

Competitive  selection  process  --  based  on  technical, 

business,  environment  and  rural  impact  merit; 

Payback  arrangements  to  revolving  fund  —  with  either 

equity  or  royalty  conditions. 

Mr.  Chairman,  that  concludes  my  testimony.   I  will  be  glad 
to  answer  questions  from  you  or  other  members  of  the  committee. 
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ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION 

Purpose  Statement 


The  Alternative  Agricultural  Research  and  Commercialization  Act 
of  1990  (7  U.S.C.  5901  et  sea*)  authorized  the  provision  of 
assistance  on  a  competitive  basis  to  foster  the  development  and 
commercialization  of  new  nonfood,  nonfeed  products  derived  from 
agricultural  and  forestry  commodities.   Development  of 
nontraditional  uses  for  farm,  ranch  and  forestry  products 
provides  an  opportunity  to  improve  U.S.  competitiveness  in 
foreign  markets,  create  development  and  employment  opportunities 
in  rural  areas,  address  environmental  concerns  and  lower  farm 
program  costs.   Programs  are  managed  by  the  Alternative 
Agricultural  Research  and  Commercialization  Center  which  was 
established  by  the  Secretary  of  Agriculture  on  March  18,  1992. 
Program  policy  and  oversight  is  provided  by  a  Board  which  is 
composed  of  Federal  and  private  sector  scientists,  producers,  "^ 
business  exports.   As  of  September  30,  1993,  there  were  four 
full-time  employees  in  the  national  office. 
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ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION  (AARC) 
Available  Funds  and  Staff- Years 


1993  Actual  and  Estimated.  1994  and  1995 


1993  1994  1995 

[.__  Actual J |_|s!!ma.!EKL{. J_ _ _E§tirrated_ _ 

Item  Staff-  Staff-  '    Staff- 

' Amount '  _Y)Bars_    _ _Amount__  ■  _Years_      _Amount_     '    Years 

AARC „ $7,250,000;         3  $9,000,000  J       11  $9,000,000'       11 

Obligations  under  other  USDA     ' 

appropnattions: 

Antiapated  reimbursements        '  —  '  •        $200,000 '  i  $200,000 ' 

t- 1 •* —  1 »- ■  — 1 

Appropriations ■ $7.2i°_-0i)0. J 1__|_ Ji4!9P_-9PP.  '  ..  JJ _        . _ _*§-200,CO0  ■  __11  _ 

Total,  AARC '         $7,250,000 1         3        '      $9,200,000'       11       '  $9,200,000 '       11 
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ALTERNATIVE  AGRICUTLURAL  RESEARCH  AND  COMMERCIALIZATION 
Permanent  Positions  by  Grade  and  Staff-Year  Summary 


1 993  and  Estimated  1 994  and  1 995 


1 1 — 

Grade                        iHdqtrs:     iFielc 
Executive  Level  IV       [       1       [ 

GS/GM-15                 !       1       J 
GS/GM-14                  |               | 
GS/GM-13                  !       2       ! 
GS-11                        J       1       J 
GS-9                         [       1       [ 
GS-6                       J       1       ! 
Total  Permanent          \              | 
Positions                          7 

I993               J 

[Total       IHdqtrs:  iReic 

J       1       |      1      j 
I       1       J      1      J 

!     -     !    2    ; 

!       2      J      2      | 

!    1    !    1    j 
j    1    !    1    | 
J     1     I     1     I 

L    7      !__9     '      ! 

994,                            [       1995J" 

I:     [Total       IHdqtrs     !  Field       [Total 

J       1       |       1       |       -       J       1 

!    2    j    1    j    1    j    2 
!    3    j    1    j    2    j    3 
!    2    j     -    j    2    j    2 

j    1    j    1    !    -    j    1 

■    !    1    I    1    !     •    I     1 
[    1    |    1    j    -    j    1 

l     '      11     '      6      |_     5      '      11     . 

Unfilled  Positions         [                                                                            !             !             ! 
end-of-year                [       3                          3            3-3-33 

Total,  Permanent 

Employment,  end-       \                                                                                                      \ 

of-year                      J       4       [_-      |_4      L6a2L8      I_6      L2      L8 

Staff-Years:                [               !             !              !            !             !              !              !              I 

csna J__3__L__-__L__3_-L-£_a__2__L_lL_L-_6__L_-5  _L-iL. 
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ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION 
CLASSIFICATION  BY  OBJECTS 


1993  and  estimated  1994  and  1995 


1993  1994  1995 
Personnel  Compenstarjon: 

Headquarters - $316,207  $320,000  $351,000 

Held „ -  $148,000  $150,000 

1 1  Total  Personnel  _ 

Compensation .._ $316,207  $468,000  $501,000 

12  Personal  Benefits $48,000  $94,000  $87,000 

13  Benefits  for  tormer 

personnel 

Total  Pers.  Comp.  &  Benefits.  $3643o7~  "$562,566"  ~$538~6oo 
Other  Objects: 

21  Travel $93,455  $191,000  $190,000 

22  Transporation  of  things...  $3,005  $2,000  $7,000 
23.3  Communicatons,  utilities  .... 

&  miscellaneous  charges  $7,196  $15,000  $16,000 

24     Printing  and  reproduction $2,904  $12,000  $13,000 

25.1  Consulting $35,603  $15,000  $15,000 

25.2  Other  services $271,615  $713,538  $390,000 

26    Supplies  and  materials $8,603  $4,000  $6,000 

31     Equipment $23,242  $15,000  $25,000 

41    Grants,  subsidies  and 

contributions MJ62j?§P_ JE-LPl-?.4!. PJQWl 

Total  other  obfects «?.i°J^1_3_ $10.Q68.786_ &J12JX® 

Total  direct  obligations $9.772,520  $10.630.786  $9.000.000 

PostionJData: 

Average  Salary,  GM/GS  positons  $63,500  $42,090  $44,636 

Average  Grade,  GM/GS  positions  13.20  10.40  10.50 

Note:  Of  the  amount  shown  m  personnel  costs  and  benefits,  $62,000  was  paid  to  Board  members  who  are 
not  FTE's 
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ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIALIZATION 

The  estimates  Include  proposed  changes  in  the  language  of 
this  item  as  follows  (new  language  underscored;  deleted 
matter  enclosed  in  brackets): 

ALTERNATIVE  AGRICULTURAL  RESEARCH  AND  COMMERCIAL I ZAT I OK 

For  necessary  expenses  to  carry  out  the  Alternative 
Agricultural  Research  and  Commercialization  Act  of  1990 
(7  U.S.C.  5901-5908)  $9,000,000  is  appropriated  to  the 
Alternative  Agricultural  Research  and  Commercialisation 
1    Revolving  Fund,  of  which  $1,800,000  shall  be  available 
for  assistance  to  empowerment  zones,  as  authorized  by 
Title  XIII  of  the  Omnibus  Budget  Reconciliation  Act  of 
1993. 


The  change  is  made  pursuant  to  authorization  in  Title  XIII 
of  the  Omnibus  Budget  Reconciliation  Act  of  1993. 
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ALTERNATIVE   AGRICULTURAL   RESEARCH   AND   COMMERCIALIZATION 

Appropriation  Act,    1994    $9, 000, 000 

Budget   Request ,     1995    9. 000, 000 

Change   in  Appropriations    -    - 


SUMMARY   OP    INCREASES    AND    DECREASES 


Item   of    Change 


1994 

Estimated 


Program 
Change 


1995 

Estimated 


Alternative  Agricultural 
Research   &   Commercialization 


$9,000,000 


$9, 000, 000 


PROJECT   STATEMENT 
(On  basis  of   available  Funds) 


1993  Actual 

1994  Estimated 

Increase 
or 

1995  Estimated 

Staff 

: Staff 

Staff 

lean 

Amount 

Years 

Amount :    Years 

Decrease 

Amount : 

Years 

1 .  Altai-native 

Agricultural 

Research  and 

Commercialization  

$9,772,520 

3 

$10,055,790 

11 

-  - 

$9,575,000 

11 

Total  Obligations  

9,772,520 

3 

10,055,790 

11 

9.575,000 

11 

Unobligated  Balances 

Available : 

Start  of  year  

-4.153.310 

-1.630.790 

-  - 

-575.000 

End  of  year  

♦1.630,790 

-  - 

♦575,000 

-  . 

-  - 

Total  available  or 

estimate    

7,250,000 

3 

9,000,000 

11 

_  _ 

9.000,000 

11 
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EXPLANATION  OF  PROGRAM 

Funds  were  appropriated  for  the  Alternative  Agricultural 
Research  and  Commercialization  (AARC)  program  into  the  AARC 
Revolving  Fund.   The  Revolving  Fund  will  also  contain  fees  and 
royalties,  donations  and  other  funds  received  by  AARC.   Funds 
support  the  development  and  commercialization  of  new  industrial 
and  consumer  products  and  uses  for  agricultural  and  forestry 
materials,  with  preference  for  projects  that  benefit  rural 
communities  and  are  environmentally  friendly.   Development  and 
commercialization  of  new  commodities  will:  result  in  new 
products  for  consumers  and  new  markets  for  farmers;  enhance  the 
marketability  and  economic  viability  of  industrial  products  in 
global  markets;  bridge  development  and  marketing  efforts  among 
manufacturers,  private  and  government  laboratories, 
universities,  and  financiers;  facilitate  and  broker  the  exchange 
of  information  about  projects  that  use  agricultural  and  forestry 
materials  in  industrial  products;  and  impact  economic 
development  in  rural  areas  and  create  new  jobs.   Pre-proposals 
have  been  solicited  that  focus  on  product /processes  from  the 
following  material  categories:   Starches /Carbohydrates,  Fats  and 
Oils,  Fibers,  Forest  Materials,  Animal  Products,  and  Other  Plant 
Materials  used  as  pharmaceuticals,  fine  chemicals,  encapsulation 
agents  and  rubber. 

Support  may  be  provided  through  competitively  awarded  grants, 
contracts  and  cooperative  agreements.   Ultimate  commercial 
interest  in  projects  is  assured  through  private  sector 
representation  on  the  AARC  Board  and  project  selection  criteria 
that  require  the  matching  of  funds  and  incorporate  the  sharing 
of  resources  and  risks  (cash  and  expertise) .   AARC  programs 
complement  research  on  new  uses  conducted  by  the  Agricultural 
Research  Service  and  Forest  Service  at  Federal  labs  and  grant 
programs  managed  by  the  Cooperative  State  Research  Service  and 
Small  Business  Innovative  Research  Program. 

As  part  of  the  Secretary's  reorganization,  the  AARC  Center  will 
report  to  the  Under  Secretary  for  Small  Community  and  Rural 
Development  (SC6RD) .   The  AARC  Center  will  interface  with  the 
Rural  Business  &  Development  Service  in  SCfcRD  to  plan  and 
coordinate  similar  business  development  functions  and  to 
continually  exchange  information  on  program  activities. 
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ALTERNATIVE  AGRICULTURAL  BICTWCH  AHD  COMMERCIALISATION 

STATUS  OF  PROGRAM 
ACTIVITIES 


FY  1993  Funding 


The  Alternative  Agricultural  Research  and  Commercialization 
(AARC)  Center  received  $  7.25  million  in  appropriations  for  FY93 
for  inclusion  in  its  revolving  fund.   In  combination  with  the 
FY92  monies  in  the  fund,  the  AARC  Center  had  a  total  of 
$11,403,310  for  operations  during  FY93.   Under  the  enabling 
legislation  for  the  AARC  Center  (P.L.  101-624,  Title  XVI, 
Subtitle  G) ,  65  percent  of  the  budget  was  earmarked  for  funding 
projects.  . 

Twenty-three  Projects  Selected 

Pre-proposals  for  projects  were  received  by  October  30,  1992  for 
consideration  for  funding  during  the  fiscal  year.   All  told,  407 
pre-proposals  were  submitted.   Following  evaluation  by  three 
outside  reviewers  for  each  pre-proposal,  and  review  by  the  AARC 
Center  Board  of  Directors,  48  applicants  were  invited  to  submit 
full  proposals.   Staff  and  Board  members  conducted  site  visits 
and  further  review  narrowed  the  field  to  23  projects. 
Negotiations  with  each  of  the  23  applicants  resulted  in  repayable 
cooperative  agreements  being  signed  for  a  total  of  $9,005,078. 
These  agreements  are  for  the  first  projects  to  be  funded  under 
the  AARC  program. 

The  projects  represent  a  diverse  group  of  businesses  working  to 
commercialize  a  variety  of  agricultural  and  forestry  based 
products.   Six  of  the  projects  deal  with  alternative  fuels 
derived  from  either  animal  byproducts  or  biomass.   Some  are  novel 
uses  for  established  commodities.   For  example,  one  company  is 
making  an  ethanol-based  windshield  washer  from  corn,  while 
another  is  making  a  building  material  for  interior  decorative 
work  made  from  soybeans  and  recycled  newspaper.   Other  projects 
are  pioneering  the  use  of  new  plant  varieties.   Lesguerella — a 
desert  shrub — is  being  developed  for  use  in  the  manufacture  of 
lubricants  and  cosmetics. 

Kenaf--an  ancient  fiber  crop — is  being  used  in  the  manufacture  of 
mats  filled  with  grass  seed  to  establish  lawns.   It  is  also  being 
used  to  make  theater  sets  and  tradeshow  exhibit  booths,  as  well 
as  for  newsprint. 

Board  Meetings 

The  Board  of  Directors  met  four  times  during  FT93.   On  December 
14-15,  1992  they  met  in  Chicago  to  select  pre-proposals  for 
expansion  to  full  proposals.   On  March  2-3,  1993  they  met  in  San 
Diego  to  select  projects  for  funding  from  the  48  full  proposals 
that  were  submitted.   On  May  18-19,  1993  they  met  in  Washington, 
D.C.  to  finalize  the  terms  of  the  cooperative  agreements  offered 
to  the  23  final  projects.   In  addition,  they  selected  the  sites 
for  the  two  Regional  Centers  and  discussed  the  procedures  for  the 
next  request  for  proposals.   On  September  13-14,  1993  they  met  in 
Minneapolis  to  discuss  a  major  education  effort  to  disseminate 
information  about  the  AARC  program. 


670 
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On  December  23,  1992  an  announcement  vat  placed  In  the  Federal 
Register  for  institution*  to  host  an  AARC  Regional  Center. 
Fourteen  applications  were  received,  under  the  enabling 
legislation,  the  Board  of  Directors  was  authorized  to  establish 
two  Regional  Centers  during  the  fiscal  year.   Following  a  review 
of  the  applicants.  Regional  Centers  were  announced  for  the  Upper 
Great  Plains — affiliated  with  the  Agricultural  Utilization 
Research  Institute  of  Crookston,  m— and  for  the  Lower  Great 
Plains—presently  affiliated  with  the  Kansas  State  Department  of 
Agriculture.   The  Regional  Centers  will  become  fully  operational 
during  FY94. 

AARC  Center  Publicity 

AARC  Center  staff  and  Board  members  made  presentations  at  various 
professional  meetings  to  describe  the  AARC  program.   During  the 
year  they  participated  in  five  international  meetings  and  a  total 
of  40  national-level  meetings. 


Current  Request  for  Proposals 

On  June  8,  1993  a  new  RFP  was  published  in  the  Federal  Register, 
soliciting  proposals  for  funding  with  FY94  appropriations. 
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